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This submussion 1s the AAR forecast of the second quarter 2008 All-Inclusive Index and
Rail Cost Adjustment Factor, filed in Ex Parte No. 290 (Sub-No 5) (2008-2) Quarterly Rail
Adjustment Factor The versions of RCAF-related indices covered 1n this fihing are  the
All-Inclusive Index (1mtiated 1n the second quarter 1985), the Unadjusted RCAF (produced
since October 1982), the Adjustcd RCAF (first published in the second quarter of 1989), and
the RCAF-5 (crcated by the STB in 1ts Ex Parte No 290 (Sub-No 7) decision served October
3, 1996) The table below summanzes the sccond quarter 2008 results on the fourth quarter
2007 base, and shows the percentage changes from the previous quarter.

All-Inclusive Index
Preliminary RCAF

Forccast Error Adjustment
RCAF (Unadjusted)

Productivity Adjustment Factor
RCAF (Adjusted)

PAF-5
RCAF-5

200801 200802 % Change
1035 106 1 25
1035 1 061 25
0015 0016
1050 1077 26
21618 2 1655

0486 0497 23
22763 2.2859

0461 0471 22
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In 1ts October 3, 1996 decision 1n Ex Parte No 290 (Sub-No. 7), Producnvity Adjustment -
Implementation, the STB noted 1ts intent to pubhish, 1n addition to the RCAF (Unadjusted) and
RCAF (Adjusted), an RCAF-5 (1 ¢ , a calculation of the productivity adjusted RCAF values as 1f
the agency had always used a 5-year rolling average to calculate the productivity adjustment) In
response to a request by STB staff, the AAR 15 including a calculation of the RCAF-5 m1ts
quarterly RCAF filing. The AAR and its members, however, do not believe the publication of a
third RCAF index 1s required or permitted by the applicable statute (49 U S.C. § 10708) and do
nol endorse its publication

The STB's Productivity Adjustment Decision, served February 22, 2008, will not go into
effect until March 17, 2008 Interesied parties have until March 13 to comment, and the AAR has
not yet received the data necessary to review the STB's calculation Therefore, there 1s some
uncertainty involving the productivity adjustment used to calculate the Productivity Adjustment
Factor and the RCAF-Adjusted (The PAF-5 and the RCAF-5 will not be affectcd by the new
productivity adjustment unt:l December’s filing ) Since the decision says the "long-run measure
of productivitly 1s composed using a five-year moving geometric average", we have used the
geometnc average found on the first and fourth pages of the STB's decision — which 1s 0 7 percent
per year However, we recogmize that there 1s a small chance that this number could change

Two copies of the quarterly non-propnetary work papers underlying this submission are filed
herewith, 1n accordance with the ICC's order in Ex Parte No 290 (Sub-No 2), Railroad Cost
Recovery Procedures, served February 8, 1990 A third copy of the working papers has been
dchivered to Mac Frampton 1n the STB office handling this proceeding  All work papers are
available for STB inspection Questions should be directed to me or Clyde Cnmmel (202 639-
2309) of this office.

Sincerely,

oAb

John T. Gray

Attachments
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Introduction

On January 2, 1985, the Interstate Commercc Commussion (ICC) [now the Surface Transportation
Board (STB)} adopted the All-Inclusive Index of Railroad Costs as the basis for the Rail Cost
Adjustment Factor (RCAF) The quarterly projection of railroad costs, as documented herein, employs
the All-Inclusive Index as required by the regulations  Also presented in this submussion 1s the RCAF,
both Adjusted and Unadjusted, as required by the ICC in 1ts decision 1n Ex Parte No 290 (Sub-No 4),
Rail Cost Recovery Procedures - Productivity Adjustment, scrved March 24, 1989 In addition, the
AAR has included (but docs not cndorsc) the RCAF-5, which was mstituted by an STB decision
served October 3, 1996 1n Ex Partc No. 290 (Sub-No 7), Productivity Adjustment - Implementation
This quarter’s projection of railroad costs 1s for the second quarter 2008
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Index Weights

In the Ex Parte No 290 (Sub-No 2) final rules, 1ssued in April 1981, the Interstatc Commerce
Commssion mandated that the weights of each major cost component be updated annually Thesc
"external" weights arc calculated using data from Schedules 410 and 210 of the R-1 annual report
filed with the Surface Transportation Board by the Class 1 railroads The weights are typically

updated with the fourth quarter projection

The 2006 (current) and 2005 (previous) weights are shown below The previous (2005) weights were
used for the fourth quarter of 2006 through the third quarter of 2007 Beginning with the fourth
quarter of 2007, the 2006 weights arc used  As thosc familiar with the U.S. cconomy in 2006 would
cxpect, Fucl and Matcnals & Supplics increased their weight — especially Fuel Labor, despitca 5 4
percent increasc 1n the amount of labor expenses, decreased as a percentage of total expenscs because
of double-digit increases in Fuel and Materials & Supplhes expenses The biggest weight changes
were Fuel's increase of 3 2 percentage points, and Other's decrease of 1 5 percentage points

Absolute changes for all of the remamning categories were by less than one percentage pont

Previous Current
2005 2006

Labor 353% 345%

Fuel 16.0 19.2
Matenals & Supplies 46 50
Equipment Rents 82 78
Depreciation 11.1 106

Interest 31 27
Other 21.7 20.2

Reweighting of the index 1s accomplished by calculating both the current quarter (normally the
fourth) and prior (normally the third) quarter indexes with the new weights The relative change
between the two quarters 1s then multiplied times the prior quarter (usually the third) Iinked 1ndex
Use of this method ensures that the weight change, by itsclf, does not cause a change in the level of

the All-Inclusive Index

Intcrnal weights in the labor and equipment rents components arc updatcd at the same time as the
cxternal weights When these weights are changed, they arc also hnked using the procedure
descnibed above 1n order to eliminate the effect of the change in weighting

Quarterly RCAF Assoclation of American Railroads Page 2




All-Inclusive Index
Second Quarter 2008

The componcnts and values of the current and previous All-Inclusive Indexes are shown below
Dctails of the construction of each component of the idex are contammed 1n the Appendices

Forecast
2006 Previous Current Percent
Weights 2008Q1 2008Q2 Change
1. Labor 34.5% 312.8 313.6 0.3 %
2. Fuel 19.2% 334.8 361.1 79
3. M&S 5.0% 218.5 225.1 3.0
4 Equipment Rents 7 8% 193.1 196.6 18
5 Depreciation 10 6% 200.1 196.9 -1.6
6. Interest 2 7% 90 2 90 2 00
7. Other 20.2% 194 3 1997 28
8 Weighted Average
a 1980 =100 261.1 267.8
b. 1980 = 100 (linked) 254 4 2609
c. 4Q07 = 100 1035 106.1° 25

! To calculate the 1980 = 100 Linked Index
Index80 = (Current Index / Previous Index) * the Previous Quarter Linked Index
= 267 8 divided by 2611 times 254 4
= 2609

2 To calculate the 4Q07 = 100 index

Index4€07 = (Current Linked Index / 4Q07 Linking Factor) * 100
2609 divided by 2459 times 100
106 1

Indexes based on other penods 4002 based iIndex =2609/192 1 x100=1358
4Q97 based index=2609/1732x100=1506
4092 based index = 2609 / 156 9 x 100 = 166 3
4Q87 based index =2609/1322x 100 =197 4
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Forecast vs. Actual All-Inclusive Index
Fourth Quarter 2007

Becausc of data availibility, the forecast error adjustment has a two-quarter lag from each filing
As shown below, the fourth quarter actual index of 99 9 1s 1 6 index pomtis above the forecast
valuc of 98 3 Therefore, the forecast error adjustment for sccond quarter 2008 1s 1 6 index points

2006 Fourth Quarter 2007 Amt
Woeights Forecast Actual Difference

1. Labor 34.5% 307.9 307.9
2 Fuel 19.2% 276.4 298.5
3 M&S 5.0% 2184 2184
4 Equipment Rents' 7.8% 192.9 192.9
5 Depreciation 10.6% 200.2 197.0
6 Interest 27% 90 2 90 2
7 Other 20 2% 194 1 1937
8 Weighted Average

a 1980=100 248.1 251.9

b 1980 = 100 (linked) 2447 2456*

¢ 4Q07 = 100? 98.3 99 9 16

Forecasterror —— 1.6 Index points

! 2006 Fourth Quarter 2007
Woeights Forecast Actual

Car-Hire 46 3% 1797 1796
L ease Rentals 53 7% 194 1 1937
Weighted Average 1874 187 2
Weighted Average (linked) 1929 1929

2 Linked actual index = (actual mdex / previous actual index) x previous linked actual index
2456 = 25619 [/ 2438 x 2377

Note: The standard linking procedure has been used to elminate any changes to indexes that would be
caused by updating weights The Q3 unlinked weighted averages for the All-Inclusive Indexes (forecast
and actual) and for Equipment Rents (forecast and actual) were recalculated using the new (2006)
weights

® The 4Q07 based indexes are 1980 based indexes divided by the 4Q07 linking factor (245 9/100)
Other linking factors are 4Q02 = 182 1, 4Q97 = 173 2, 4Q92 = 156 9, and 4Q87 = 132 2

Quarterly RCAF Assoclation of American Rallroads Page 4



Productivity

On February 22, 2008, the Surface Transportation Board (STB) served a decision 1 Ex Parte 290 (Sub
No 4) which added the year 2006 to the Productivity Adjustment Factor (PAF) and delcted the year
2001 This creates a geometric average annual productivity change for 2002 through 2006 of 0 7
percent — a |1 0 percentage point decreasc from the 2001 through 2005 average of 1 7 percent The
components of this average annual valuc are shown on the following tablc 1n ratio format — therefore,
I 007 1s the same as an increasc of O 7 percent. Productivity changes are calculated by dividing the
output index by the mput index The average annual rate 1s calculated by multiplying each of the five
productivity changes together and taking the result to the one fifth power The quarterly productivity
adjustment factors (PAF) arc calculated by increasing the previous quarter's PAF by quartcrly versions
of the annual rate which are the fourth root of the average annual growth rate. The difference between
the PAF and the PAF-5 1s the timing of the 5-ycar productivity trend

2002 - 2006

Output  Input Productvity’
Year Index Index Changes

(1) (@) (3)

2002 1.012 1006 1 006

2003 1.039 1020 1019
2004 1.033 1057 0977
2005 1021 0 956 1.068
2006 0.994 1024 0971
Average 1.007

Previous Average (2001-2005) 1.017

" The valuws shown in Column 3 are basad on full float calculatons and mey nol exactly match
numbers ciculated using the runded numbers displayed n Columns 1 and 2

Calculation of PAF and PAF-5 \l

For 2002-2006, use fourth root of avg productivity change =1 0017
For 2001-2005, use fourth root of avg productivity change = 1 0042

Quarter Year PAF PAF-5
| 2001-2005 |
Q1 2008 2.1618 2.2763 _

Q2 2008 2 1655
Q3 2008 2 1692
Q4 2008 21729

Q1 2009 21766  2.3090

2002-2006

NN
W N
o O
(4]
-
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Rail Cost Adjustment Factor

Second Quarter 2008

Four RCAF values are presented 1n this filing Two arc not modified for productivity (Preliminary

RCAF and RCAF Unadjusted), and two incorporatc a productivity calculation (RCAF Adjusted and
RCAF-5) The All-Inclusive Index and all four RCAF values, plus the percent change for cach, arc
shown below  Note that the All-Inclusive Index 1s on a 2007Q4=100 basis

Previous Current

2008Q1 2008Q2

AlInclusive Index! 103.5 106 1
Preliminary RCAF? 1035 1 061
Forecast Error Adjustmenta 0015 0.016
RCAF (Unadjusted)* 1.050 1077
Productivity Adjustment Factor’ 2.1618 2 1655
RCAF (Adjusted)® 0.486 0 497
PAF-57 22763 22859
RCAF-5° 0.461 0471

! See All-Inclusive Index on page 3.

Percent
Change

25
2.5

26

23

22

2 Ali-Inclusive Index divided by the All-Inclusive Index in the base penod (100 0)

3 The current figure 1s from Forecast vs Actual All-Inclusive Index in

this filing (page 4) The previous quarter figure is shown in a similar

section of the previous quarter's filing

* Preliminary RCAF plus the forecast error adjustment.

® See Productivity on page 5.

® RCAF {Unadjusted) divided by the Productivity Adjustment Factor (PAF).

7 See Productivity on page 5.
® RCAF (Unadjusted) divided by the PAF-5.

Quarterly RCAF Association of American Railroads
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Quarhrlz Rail Cost Adlustment Factor &Bendlx A Page 10f3

Labor
Second Quarter 2008

The second quarter 2008 Labor Index 1s forccast to increase 0.3 percent  The main contributors to
the increase were an employee stock plan and the startup of onc railroad's performance bonus

Wage Index

The Wage Indcx portion of the Labor Index increased 0 | percent from the previous quarter One
railroad's new performance bonus program with a major union accounted for much of the shght
Increase

Wage Increases: There were no national or independent agreement wage increascs scheduled for
the sccond quarter  One new independent agreement for GTW's TCU-Carmen [sce Appendix H for
a hist of railroad and union abbreviations], which featured three retroactive general wage increases
plus a bonus, was the only change 1n regular wages

Lump Sums: Thc lump sum rate incrcased by 2 3 cents mostly because of an independent
agrecment for onc railroad that includes a new performance bonus for a major union  The latest
CSX agrcement with the BLET begins a performance bonus program payable m 2008 for
performance 1n 2007 Some of the increase causcd by the new CSX performance bonus was offset
by the complete amortization and removal of last year's NS Thoroughbred Bonus for BLET and
ATDA employces Although a Thoroughbred Bonus was also paid (and addcd to the rate) in 2008,
the amount was not as high as 1t was for the previous year Two other smaller lump sums rclated to
CN railroads were completely amortized and removed from the lump sum rate, while a small
amount was added for the new CN GTW agrcement with the TCU-Carmen

Back Pay: The back pay ratc decrcased shightly, although some small amounts (such as back pay
relating to the new GTW TCU-Carmen agreement) were added, becausc of the complete
amortization and removal of amounts rclated to six CN-railroad agrcements from one year ago

Other: Other wages contains the amortization of profit shaning payments that the BNSF Railway
makes each year to 1ts dispatchers, yardmastcrs, and engineers, The current ratc 1s unchanged

Supplements Index

The Supplements Index 1s forccast to incrcase 0 6 percent from the first quarter filing Almost all of
the change was caused by onc railroad's employee stock plan.

Health & Welfare: Although cmployee contributions involving two mdcpendent contracts

mcreased, the impact of the change (611 employees affected) was not large cnough to change the
Health & Wclfare hourly rate

Assoclation of American Railroads
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Labor
Second Quarter 2008

Railroad Retirement: Thc Railroad Retirement rate had a very shight increase because of the shight
increasc 1n taxablc wagces.

Unemployment Insurance: The Unemployment Insurance rate was unchanged [or the quarter
Other: The "Other" category is a reflection of all other fringe benefits, and currcntly contains
cmployer contributions to cmployce 401(k) accounts, plus ecmployer contnibutions to cmployce
stock plans that are recorded as fringe benefits The increase of 6 8 cenis was caused mostly by an
annual employer contribution by one railroad to an employee stock ownership plan

Labor Index Calculation
As shown in Table A-1 on the next page, the 0 | percent increase in the Wage Index and the 0 6

percent increase n the Supplements Index combined to cause a 0 3 percent increasc in the Labor
Index The hinked second quarter 2008 index 15 313 6

Assoclation of American Ralroads
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Labor
Second Quarter 2008

Table A-1 Labor Index

_ Change
2008Q1 2008Q2 Percent Amount

Base Wage — Straight Time
& Pay For Time Not Worked $31.072 $31 078 00% $0.006
Adjustments*

Lump Sum 0136 0.159 16.9% 0023

Back Pay 0650 0.641 -1 4% -0 009

Other 0.170 0.170 00% 0.000
Total Wages 32 028 32 048 0.1% 0020
Health & Welfare Benefits 5 506 5 506 00% 0000
RR Retirement & Medicare 6 530 6 533 00% 0003
Unemployment Insurance 0.195 0195 0 0% 0.000
Other 0 080 0.148 85 0% 0 068
Total Supplements $12 311 $12.382 06% 0.071
Total Labor $44 339 $44.430
Wage Index’ 274 1 274.3 01%
Supplements Index? 455 0 457 6 0.6%
Total labor Index, 2006 Weights® 324.6 325 4
Labor Index (linked)* 312.8 313.6 03%
' 1980 wage rate $11685
2 1980 supplements rate $2 706
3 2006 weights wages, supplements 72 1% 27 9%

4 2008Q2 hinked Index =2008Qi1 linked x (2008Q2 / 2008Q11)
= 3128 X 3254/ 3248

Association of Amencan Rallroads
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Fuel
Second Quarter 2008

The forecast for fucl 1s based on (1) a survey of railroad fuel purchasing officers concerming current
price and volume levels, (2) expectations of railroad purchasing officers based on their own forccast
models and discussions with their major suppliers, and (3) a consensus of petroleum industry experts
and general busmess publications

Crude o1l* prices trended upward through most of 2007, retreated 1n January 2008, and are now
trending upward again The average daily posted price for West Texas Intermediate crude o1l averaged
$89.45 per barrel 1n January while declining, and for February will average over $91 while increasing
Current cvents for February such as a Texas refinery cxplosion, tensions with Venezucla, and a falling
dollar have contributed to higher priccs By early March, o1l prices werc over $100, and the falling
dollar was getting much of the blame Typically during this time of the ycar, the Orgamization for
Petroleum Exporting Countries (OPEC) cuts production to compensate for a seasonal decrease in
demand for o1l products As of early March, OPEC appeared to be rethinking the production cut
because of concem that high o1l prices could push the U S 1nto a recession — which would decrease
the demand for o1l

Heating o1l** followed a pattern simular to crude 011  The monthly average New York Harbor spot
price trended upward for most of the year, but dechined in December and January  Weekly prices
show increases for the last half of February

Locomotive diesel fuel prices followed a trend similar to crude and heating o1l, as prices ascended to a
record high 1n November, and retreated 1n December and January 2008, (Although the average price
declined in December and January, those two months are still the second and third hughest averages
cver)

The railroads believe that April (second quarter) locomottve diesel fuel prices will be 7 9 percent
higher than the January (first quarter) forecast, but 12 4 percent higher than first quarter price actually
experienced This difference was caused by a first quarter forecast, probably influenced by the record
November prices, that was higher than the actual average price expenienced for January

Forecast Fuel Index 361.1
Change from previous quarter forecast 7.9%
Change from previous quarter actual 12.4%

* Diesel fuel used by locomotives 18 made from refined erude o1l, and therefore has some pnce correlation

** Heaung oil and locomotive diesel fuel are part of a group of closely relaied products, commonly labeled as distillates, that differ mostly by their
sulfur content Because of these similanties, these fuels are produced together and have similar pricing trends

Association of American Railroads



Quarl:arlz Rail Cost Elustment Factor &Bendlx C Page 10f1

Materials & Supplies
Second Quarter 2008

The Matenals & Supphes Index mndex increascd three percent from the previous quarter level. Higher
prices for ballast and metal products (such as rail and wheel sets) were the main contributors to the
Increasc

2008Q2 Matenals & Supplies Index = 225 1
2008Q1 Matenals & Supplies Index= 218.5
Difference 6.6 basis points

or
3.0%

Association of American Rallroads
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Equipment Rents
Second Quarter 2008

The Equipment Rents Indcx consists of two components — car hire and lease rentals The
methodology used 1o create these two components and the final Equipment Rents Index are explamed
below

Car Hire

The car hire component is indexed using data from the Car Hire Accounting Rate Master (CHARM)
file Car hirc rates for the forecast quarter are estimated bascd on data for the most recent month
available For the first quarter, December 1 of the previous year 1s used For the second, third and
fourth quarters, March |, June 1, and September 1 arc uscd, respectively  Using data retnicved from
the latest CHARM filc, an average rate per car 1s developed  Next, those average rates are grouped
1nto car type catcgoncs to create an overall summary of car hirc rates  The summary rates are then
compared from quarter to quarter to determine the Car Hire Index

Lease Rentals

The lease rentals portion of the Equipment Rents Index uses the Producer Price Index for Industnal
Commoditics less Fucl and Related Products and Power (PPI-LF). The Commission adopted this
surrogate 1n its decision served March 13, 1987 The AAR uses six years of historical data to derive
its forecast for the PPI-LF The forecast 1s used not only for Icasc rentals, but also for the "Other"
component of the All-Inclusive Index Appendix G discusses the forecast in more dctail

Equipment Rent Index Calculation

The table below lists the components of the Equipment Rents index, including weights The Car Hire
portion of the Index incrcased 0 6 percent, mostly because of rate increascs for privately-owned cars
(cspecially tank cars) A 2 8 percent incrcase for the PPI-LF (See Appendix G) uscd as a proxy for
Lease Rentals, combincd with the increase for Car Hire, caused the Equipment Rent Index to increase
1 8 percent

2006 Percent
Weight 2008Q1 2008Q2 Change
Car Hire 463% 1799 1810 06%

Lease Rentals 537% 1943 1997 28
Woeighted Average 1876 191.0 18

Weighted Average (Linked) 193.1 196 6 18

Assoclation of American Railroads




Quarterly Rall Cost Adjustment Factor endix E Page 1 of 2

Depreciation
Second Quarter 2008

The Producer Pnice Index for Railroad Equipment (PPI-RE) 1s used to index depreciation expense

The PPI-RE 1s forccast using an ARIMA (Auto-Regressive Integrated Moving Average) process where
a statistical package picks the model that best fits the historical data set (see next page), and that model
15 then used for the forecast The historical data set contains 6 years of monthly data (a sample size of
72), where the most recent available data point is the first month of the quarter prior to the forecast
quarter. For a first quarter forccast, the most recent month of data available would be for October of
the prior year For a second quarter forecast, January would normally be the most recent period
available Apnl and July would be the most recent months available for third and fourth quarter
forecasts, respectively  The output from the forccast model 1s shown on page 2 of this appendix on a
1982=100 basis The figure forecast by the model reflects monthly PPI-RE figurcs that have
decreased for three consecutive months

Forecast of Depreciation Index (1982=100) 178.0
Forecast of Depreciation Index (1980=100) 196 9
Change from previous quarter forecast -16%
Change from actual first month of previous quarter 02%
Change from same quarter of prior year (actual) 05%

PPI-RE Forecast 2008Q2

218
205 | -
195 |
1838
1756 ¢+
1685
155

145 - T T r r
2003 4003 2004 4004 2006 4Q05 2008 24008 2007 4007 Q08

|—n—Foracast —a— 1 Month Prelim —a—Actual I
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Quarterlz Rail Cost Ad|ustmonl Factor ‘_\Egendlx E Page 20f2

Depreciation
Second Quarter 2008

PPI INDUSTRIAL COMMODITIES LESS FUEL
AND RELATED PRODUCTS AND POWER

Recommended model Box-Jenkins
Forecast Model for PPIRE
ARIMA(1,1,0)%1,0,0)

Term Coefficient Std. Error t-Statistic Significance

afl] 02539 01169 21724 09667
A[12] 02883 01212 23790 09799

Within-Sample Statistics

Sample size 72 Number of parameters 2

Mean 1542 Standard deviation 16 5
R-squarc (0 9944 Adjusted R-square (0 9943
Durbin-Watson 2 085 Ljung-Box(18)=22 35 P=0 7831
Forecast error | 242 BIC13

MAPE 0 004773 RMSE 1 225

MAD 0 7493

Actual Values for the Most Recent 6 Periods:

Date Actual
2007-08 177 400
200709 177 900
2007-10 178 300
2007-11 178 200
2007-12 177 300
2008-01 177 700

Forecasted Values
Date 2.5 Lower Forceast 97.5 Uneer

2008-02 175 659 178 077 180 495
2008-03 174315 178 192 182 070
2008-04 172 618 177 637 182 657
2008-05 172072 178 039 184 006
2008-06 171 480 178 269 185 058
‘QTRAVG  172.057 177.982 183.907

Association of Amenican Railroads



Quarterly Rail Cost Adjustment Factor endix F Page 1 of 1

Interest
Second Quarter 2008

The Interstate Commerce Commussion, m 1ts decision served February 28, 1989, revised the All-
Inclusive Index methodology to include a specific intercst component, which s to track changes 1n
the average intcrest ratc from year to year The interest rate 1s essentially the embedded cost of
debt, 1 ¢, total intcrest expense divided by average total long term debt The interest rate 1s
calculated for the most recent year and used until the next year's figures are available Typically 1n
the fourth quarter filing, the interest rate 15 updated to the new level The sourcc for interest
expense 18 Schedule 210, column b, from the R-1 annual report The lines used from current R-1
annual reports are histed below The source for average total debt 1s Schedule 200 from the R-1
annual report The sums of data from columns b and ¢ (ending and begmming balances) are
combined and divided by 2 to computc an average balance The line numbers are listed below
Beginning with fourth quarter 2007, the Interest Index 1s based on data for 2006

Interest Expense (Schedule 210)
Line
42  Total Fixed Charges
44  Conungent Intercst
less
22 Rclcasc of Prcmium on Funded Debt

Average Total Debt (Schedule 200)
Line
30  Current Loans and Notes Payable
39  Equpment Obligations and Other Long Term Debt Due Within One Year
41  Funded Debt Unmatured - Non-Current
42  Equipment Obligations - Non-Current
43  Capitalized Lease Obligatons - Non-Current
44  Debtin Default - Non-Currcnt
45  Accounts Payablc Affiliated Compamies - Non-Current
46  Unamortized Debt Premium - Non-Current

2006 Interest Rate 7.08%
| 1980 Interest Rate 7 85%

2008Q2 Interest Index 90.2
2008Q1 Interest Index
Percent Chang

Association of Amencan Railroads
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Other Expenses
Second Quarter 2008

The Producer Price Index for Industnial Commodities less Fuel and Relatcd Products and Power (PPI-
LF) 15 used to index purchased services, casualtics and insurance, loss and damage, taxcs (other than
mcome and payroll), gencral and administrative expenses, and lease rentals  Thesc cxpenses, when
grouped together, arc usually called "Other" expenses

Like the PPI-RE, the PPI-LF 1s forecast using an ARIMA proccss on 6 ycars of monthly data (a sample
size of 72) with the most recent available monthly data bemng the first month of the quarter prior to the
forecast quarter For a first quartcr forccast, the most recent month of data available would be for
October of the prior year For a second quarter forccast, January would normally be the most recent
month available Apnil and July would be the most recent months available for third and fourth quarter
forecasts respectively The output from the forecast model 1s shown on page 2 of this appendix for
1982=100 The figurc forccast by the model reflects monthly PPI-LF figures where the most recent
month increased at a double-digit annual rate

Forecast of Other Expense Index (1982=100) 178 1
Forecast of Other Expense Index (1980=100) 1997
Change from previous quarter forecast 2 8%
Change from actual first month of previous quarter 20%
Change from same quarter of pnor year (actual) 4.3%

PPI-LF Forecast 2008Q2

210
205 p-----mm e e m e m e — e m e m e m - - - - .-
200
195
180
185
180
175
170
165
180 r T
2003 4Q03 2Q04 4004 2Q05 2 4Q05 206 4Q08 2 2Q07 4Q07 2008

|-o—Forecaat —e— 1 Month Prelim —s— Actual |

Assoclation of American Rallroads
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Other Expenses
Second Quarter 2008

PPI INDUSTRIAL COMMODITIES LESS FUEL
AND RELATED PRODUCTS AND POWER

Recommended model Box-Jenkins
Forccast Modc) for PPILF
ARIMA(1,1,0)%2,0,0)

Term Coeflicient Std. Error ¢-Statistic Significance
a[l] 05274 01014 5 2003 1 0000
A[12] 01570 00942 1 6661 08997 <-
A[24] 0 7498 00948 7 9094 1 0000

Within-Sample Statistics

Sample size 72 Number of parameters 3

Mean 156 2 Standard deviation 10 6
R-square 0 9987 Adjusted R-square 0 9986
Durbin-Watson 1 991 Ljung-Box(18)=19 83 P=0 6577
Forecast error 0 3912 BIC 0 4187

MAPE 0 00186 RMSE 0 383

MAD 0 2969

Actual Values for the Most Recent 6 Pertods:
Date Actual

2007-08 171 100
2007-09 171 200
2007-10 172 000
2007-11 173 100
2007-12 173 200
2008-01 174 600
Forecasted Values
Date 2.5 Lower Forecast 97.5 UEE"
2008-02 174 671 175427 176 183
2008-03 174 748 176 128 177 508
2008-04 175 145 177 086 179 027
2008-05 175 961 178 399 180 837
2008-06 175 868 178 749 181 629
"QTRAVG  175.658 ~178.078 180.498

Association of American Rallroads
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Railroad and Union Abbreviations

Second Quarter 2008
Railroads
BLE Bessemer & Lake Enc Railroad (Part of CN's Grand Trunk Corp )
BNSF BNSF Railway Company
CcC Chicago, Central & Pacific (Part of CN's Grand Trunk Corp Sometimes noted as CC&F )
CN Canadian National Railway (Commonly known as CN, owns Grand Trunk Corporation )
CNGT AAR's abbreviation for Grand Trunk Corporation (Almost all of CN's U § operations )
ce Canadian Pacific Railway (Also noted as CPR Owns the U S Class I railroad Soo Line )
C8X CSX Transportation
DMIR Duluth, Missabe & Iron Range Company (Part of CN's Grand Trunk Corp )
DWP Duluth, Winmpey & Pacific Railway (Part of CN's Grand Trunk Corp )
GTW Grand Trunk Western Railroad (Part of CN's Grand Trunk Corp )
IC [lhnois Central Railroad (Part of CN's Grand Trunk Corp )
KCS Kansas City Southern Rmlway
NS Norfolk Southern Combened Railroad Subsidianies (a k a Norfolk Southern Railway or NS Rail)
S00 Soo Linc Railroad (Canadian Pacific Raillway's western U S operations )
SSAM Sault Samnt Mane Bnidge Company (Part of CN's Grand Trunk Corp )
UP Umion Pacific Railroad
wC Wisconsin Central and subsidiarics (Part of CN's Grand Trunk Corp )
Mayor Unions Invoived with Railroads
ATDA Amenican Train Dispatchers Association
BLET Brotherhood of Locomotive Engmeers and Trainmen Division of the International Brotherhood of Teamsters
BMWED Brotherhood of Maintcnance of Way Employces Division of the International Brotherhood of Teamsters
BRS Brotherhood of Ralroad Signalmen
IAM Intemational Association of Machimsts and Aerospace Workers
IBBM International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmmiths, Forgers & Helpers
IBEW International Brotherhood of Electncal Workers
NCFO National Conference of Firemen and Oilers
SMW Sheet Mctal Workers® International Association
TCU Transportation Communication International Union
TCU-Carmen  Brotherhood of Railway Carmen Division of the Transportation Communications International Union

UTU United Transportation Union
UTU-Yard Umited Transportation Union Yardmaster Department (also noted as UTU-YMD)

Predecessor Unions (Some AAR databases use these old abbreviations.)

BLE Brotherhood of Locomotive Engincers {predecessor to BLET)

BMWE Brotherhood of Mamtenance of Way Employees (predecessor to BMWED)
BRC Brotherhood of Rallway Carmen (predecessor to TCU-Carmen)

IBFO Internaticnal Brotherhood of Firemen and Oilers (predecessor to NCFO)

Assoclation of American Railroads
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Workpapers Sent to STB for 2008 Q2 RCAFM{Y
March 5, 2008 "\

index Calculation Spreadshest {index_calc xis, 2 pages) T i

Summary (of ST and PFTNW Hourly Rates)

Taxable wages adjustment calculation

Copy of STB's Productvity Adjustment decision served 2/22/08 (4 pages)

National Contracts spreadsheet, 2 sections {2 and 5 pages )

Natonal Increase Applicability and U 8 2006 Benchmark spreadsheets

Three pages of independent GTW-BRC contract including wage increases, H&W, and bonus
Wall Street Journal - 3-month Treasury Bill Rate

2008/Q2 RCAF Lump Sum Amortization (3 pages) plus 3 pages of relevant contract info
2008/Q2 ACAF Back Pay Amortization {6 pages)

Health & Walfare warksheet (3 pages)

Railroad Retirement spreadsheet (5 pages)

Unemployment Insurance worksheet

2-page SAS runs for Unemployment Insurance

Two pages of information on prices for locomotive diesel fuel and heating o

Summary of Matenals & Supplies

Car Hire Spreadsheet (2 pages) plus source data (2 pages)

§ pages of PPI-RE for Depreciation including graph, input/output, and BLS source data

5 pages of PPI-LF for Other {and Lease Rentals) inc! graph, mput/output, BLS source data
Forecast Error calculation and workpapers (9 pages)

Page 1 of 1
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Hourly Rate for 2008 Q2
Straight Time and Time Paid For But Not Worked

2008Q2 Straight Time Hourly Rate (from natlonal spreadsheet) $24 990
Noa change
Adjustments to 2006 base:
Adjustments added 2007 Q1
CN Railroads 2% 'or GTW UTL YMD $0 15 or 5001 COLA for atme urvone 0003
Dispatcher 4 sk cex kea ws) 50 15 COLATor BNSF and KCS 0001
MISC irdependon: BLET UTUYMD ATDA 0 01 101 UP ATDIA, 2% for NS BLET, 50 15 {os 8NSF BLET, CAX BLET & YMO UP YO 3028
SO0 Umons $0 08 COLA tor BMWE, 50 16 COLA for et Q002
Adjustments added 2007 G2
CN Railroads Now coniracis  retro GWI for DMIR IBBM GTW BLET IC TOU-GAR 0003
Adjustments added 2007 Q3
CN Raitroads 3% GWI and §0 10 COLA for same unione 0007
Dispatcher 4 ensr, cax. xcs, Ns) 50 10 COLA lor BNSF, CSX and KCS 0001
MISC Inaependont BLET, Yardmasiers Drspatchers $0 10 for BNSF BLET, CSX & UP YMD, new C3X BLET contract retro GWI 0008
SO0 Unions $0 05 COLA for BMWE, 50 10 COUA v rest 0 001
Adjustments added 2007 Q4
CN Railroads New contacts reéro GWI for DMIR BRC ICSCCP BMWE, GTW TCU, WCBSSAM UTU 0015
Dhapatcher 4 (ensr. csx. kes, Ns) New natonal contract. ratro GW lor BNGF, CSX and KCS 0009
MISC independent BLET Vanimasters, Diapaichars New BNSF BLET contract wih retro GWis 0018
SO0 sier Tiow BLET contraes with retro GWia 0004
Adjustments added 2008 Q1
CN Railroads How ICLCCP BRA #% hor ESAMAG BAX. 3% hor nonarsons. §0 18 COLA bor same CCP DR, I 0005
Digpatcher 4 ense csx, xcs ng) No change G 000
MISC indegendent BLET Yerdmaaters Dispaichers $0 18 COLA for CSX and UP UTU-YMD $0 03 {should have basn 3%} lor UP ATOA (non-urn) 0 001
500 asr Naw ATOA, IEBM and TCU contracts, $0 18 COLA for rest excapt SLET 0004
Adjustments added 2008 Q2
CN Ratlroads fave QTW TCL-Carrmen wih rotrosciive G W | 0 001
Dispatcher 4 @nsr, csx kcs ns) No change 0 000
MISC independent BLET Yardmnstars, Dispaicher UP ATDA ncfusimant 0004
S00 No changs 0 000
Adjusted STHH Total $25.105
Pay For Time Not Worked
PFTNW (from nalional spread sheet) $5 948
Ratio Ad) STHR to Nat STHR 25105 / 24990 = 1 00460
$5.973

Adjusted Pay For Time Not Worked

Notes

1 CN Rarlroads includes BALE, CC&P, DMIA, DW&P, GTW, IC, WC, and SSAM
2 *Dispalcher 4" was benchmarked based on 2006 Wage Slatistics as mdependent The naw nalional ATDA
coniract was signed September 1, 2007 bul still added to 40 2007 wage rate as independent adjustmonis

SUMMARY.XLS

AAR
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RCAF Taxable Wages

(To Use for Rallroad Retirement and Unemployment Insurance Payroll Tax Calculations)

in the RCAF calculation, Total Wages are the wages paid, while Taxable Wages are the wages on which to
base payroil tax calculations The difference i1s caused by pre-tax employse contributtons to help pay
Health & Welfare cosis This page calculates that wage rate difference

The nalional agreements feature employee Health & Welfare cost shanng Some of the independent
agreements adopt the dollar amount contnbuted under the national agreement, and some have their own
empioyee contnbution ratg such as the CN Management HAW Plan This Cost Shanng is a pre-tax

emplayea contnbution to Health & Welfare insurance pramums pawd by the empioyer The employea
contnibution reduces employer Health & Welfare costs, while the Health & Welfare insurance premiums
paid to the provider are unchanged In the RCAF calculation, the reduction to the employer's Health &

Walfare casts atlect the Supplements portton of the Labor component of the index The Taxable Wage
Rate is used for Ralroad Retirament and Unemployment Insurance calculations

Reduction Calculation for 2Q0/2008
US ST Hours = 342,756,730
Wage Statistics are for 2006

Union Group Employees Mo. Rate Anpual §
National BLET (BNSF, C5X, KCS, NS, UP) 28,966 ($16625) ($57,787,17000)
Natonal BMWE {BNSF, CSX, KCS, NS, UP) 24,090 ($16625) ($48,059,550 00)
National BRS (BNSF, CSX, KCS, NS, UP) 5859 ($16825) ($11,688,705 00}
National IAM (BNSF, CSX, KCS, NS, UP) 6,763 ($14904) ($12,095,490 24)
National IBBM (BNSF, CSX, KCS, NS, UP) 1,051 ($16625) ($2,096,745 00)
National IBEW (BNSF, CSX, KCS, NS, UP) 4929 ($16625) {$9,833,35500)
National NCFO (BNSF, C5X, KCS, NS, UP) 2404 ($16625) ($4.795,980 00)
Natonal SMW (BNSF, CSX, KCS, NS, UF) 1,059 ($16625) ($2,112,705 00)
National TCU (BNSF, CSX, KCS, NS, UP) 8,383 (%166 25) ($16,724,085 00)
National TCU-CAR (BNSF, CSX, KTS, NS, UP) 10,407 ($16625) ($20,761,965 00)
National UTU (BNSF, CSX, KCS, N5, UP) 44297 {$17044) ($90,599,764 18)
National UTU-Yardmastars (BNSF, CSX, KCS, NS) 1,701  ($17044) ($3,479,021 28)
Indep Dispatchers (wt avg BNSF, CSX, KCS, NS) 1,791 ($16492) ($3,544,46064)
independent CNGT (wt avg all 104 union catagones) 5802 ($7981) (95,642,886 24)
indapandant SO0 (wt avg all 13 unions) 2567 (312872} ($3,9665,000 88)
independent UP (Yardmasters only) 491 ($161768)  ($953,089 92)

Total Union 150,650 ($294,140,067 36)

All Other @ $2,839,968 66 total per month {$34,079,623 92)

Total {$328,219,691 28)

Reduction in Wage Rate Per ST Hour
Deaduct this amount from the Wage Rate

-$0 95758788'
-$0.958

file: TaxableRate.xls AAR
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38816 SERVICE DATE - FEBRUARY 22, 2008
EB

SURFACE TRANSPORTATION BOARD
DECISION
STB EX PARTE NO 290 (SUB-NO 4)
RAILROAD COST RECOVERY PROCEDURES-PRODUCTIVITY ADJUSTMENT
Decided. February 20, 2008

We propose to adopt 1 008 (0 8% per ycar) as the measure of average change 1n railroad
productivity for the 2002-2006 (5-ycar) averaging period This value 1s a decline of 0 9 of a
percentage point from the current measure of 1 7% that was developed for the 2001-2005 period

Since 1989, the cost recovery procedures have required that the quarterly rail cost
adjustment factor (RCAF) be adjusted for long-run changes m railroad productivity The ICC

Termmation Act of 1995 continucs this requurement (49 U S C. 10708, as revised) The long-run
measure of productivity 18 computed using a 5-year moving geometric average !

Productivity change for the ycar 2006 1s 0 971 based on changes 1n 1nput and output
levels from 2005, representing a decrease of 9 1% from the rate of productivity growth in 2005
relative to 2004 (1.068) Incorporating the 2006 value with the values for the 2002-2005 periods
produccs a geometnic gverage productivity growth of 1 007 for the 5-ycar period 2002-2006, or
0 7% per year. The decrcase in the 5-year geometric average productivity growth was caused by
the replacement of the hugher 2001 productivity value of 1 016 with the lower 2006 productivity
value of 0 971 in the 5-year rolling average A dctiuled discussion of our calculations is
contained m the Appendix to this decision

Comments may be filed addressing any percerved data and computational errors in our
calculation Any party proposing a different estimate of productivity growth must, at the time 1t
files comments, furmish the Board with one sct of detailed workpapers and documentation
underlying its calcufations The same information must be made available to other parties upon
request

ENVIRONMENTAL AND ENE‘RGY CONSIDERATIONS

This decision will not significantly affect the quality of the human environment or the
conservation of energy resources

! Productivity Adjustment-Implementation, 9 1 C C 2d 1072 (1993)




STB Ex Partc No 290 (Sub-No 4)
REGULATORY FLEXIBILITY ANALYSIS

Pursuant to 49 U S C 605(b), we conclude that our action n this procceding will not
have a significant economic 1mpact on a substantial number of small entitics No new regulatory
requircments arc imposcd directly or indirectly on such entitics The purpose of our action 1n
this procceding 1s to update the data used to measure railroad productivity changes Reporting
requircments remain unchanged. The economic impact on small entities, 1if any, 15 not likely to
be signuficant within the meaning of the Regulatory Flexibility Act

AUTHORITY 49 U.SC 10708, as revised

It 1s ordered.

1 Comments are due by March 13, 2008

2 Anongmal and 10 copies must be filed with
Surfacc Transportation Board
395 E Street, S W
Washington, DC 20423-0001

3 Comments must be served on all parties appearing on the curreat service list

4 Unless a further order 1s issued postponing the effective date, the productivity
adjustment will become effective March 17, 2008

By the Board, Chairman Nottngham, Vice Chairman Mulvey, and Commussioner
Buttrey

Anne K. Quinlan
Acting Secretary




STB Ex Partc No 290 (Sub-No 4)
APPENDIX

The following 1s a description of the methodology currently uscd to calculate the RCAF
productivity adjustment.” The annual rate of productivity change 1s calculated by dividing an
output mdex by an input index

The mput index uses constant dollar-adjusted expenses The inputs 1n this wndex - freight
expenscs, fixed charges and contingent interest - arc stated on a constant dollar basts using the
most reccnt year as the base, and updating the base by the Series RCR Index published by the
Association of Amencan Railroads Freight expenses, fixed charges, and contingent intercst
were obtained from railroad Annual Report (Form R-1) data The constant dollar adjustment
factor for each of the 5 ycars was calculated by dividing the 2006 RCR index value (397) by the
RCR index values for 2001 and each subsequent year through 2003, inclusive Because 2006 1s
the last ycar i the trend, no constant dollar adjustment was needed for that ycar. The calculation
of the input indices and values used are shown in Table A.

The 2006 output index was developed from the costed waybill sample, a commonly used
data source, The costed waybill sample excludes movements ongmating 1n Canada and Mexico
and movements lacking sufficient information for the apphication of umt costs

Using the costed waybill sample as a basc, each movement 1s assigned to one of the
189 segments or categones uscd to develop the output index Segmentation is based on three
mileage blocks, seven car types, three weight brackets, and three shipment sizes  The output
index 1s a composite of the year-to-year change 1n ton-miles for each of the 189 scgmeats
weighted by each segment’s base-year share of total revenues

The change in productivity 1s calculated by dividing the output index by the input index
The multi-year average for the period 2002-2006 1s calculated by taking a geometric average
The growth in productivity over the peniod 2002-2006 1s 1 008 (0 8% per year) The input index,
the output index, the annual productivity change, and the calculation of the 2002-2006 average
are shown n Table B

* The development and application of the productivity adjustment 15 explained in the
decision in this proceeding found at 5 1 C C 2d 434 (1989)



STB Ex Parte No 290 (Sub-No 4)

Table A
Calculation of Input Indices
2002-2006
Year Total Expensc RCR Total Expense Input Index
Unadyusted Indices Constant Dollars Column (3)
{000's) 2001-2006 (000's) 2002/2001
(2006 Levels) ete
(1) (2) (3) {4)
2001 30,215,650 3034 39,537,288 XXXXX
2002 30,635,036 3057 39,784,460 1 006
2003 32,368,909 3167 40,576,119 1 020
2004 36,097,189 331 42,893,098 1057
2005 38,927,852 3768 41,014,749 0956
2006 41,989,707 397 41,989,707 1 024
Table B
Comparison of Output, Input, and Productivity
2002-2006
Year Output Index Tnput Index Productivity Change’
Col (1)-Col (2)
(1) (2) 3)
2002 1012 1 006 1 006
2003 1039 1020 ‘ 1019
2004 1033 1057 0977
2005 1021 0956 1068
2006 0994 1024 0971

The proposed 5-year (2002-2006) productivity trend calculated using a geometric average is | 007,
or 0 7% per year

} The values shown 1n Column 3 arc taken from the spreadsheet used to calculate
productivity and, due to rounding, may not cqual numbers calculated using the rounded numbers
shown in Columns I and 2
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U.S. Natlonal Contract

_ uTu
Percentage Cenls PFTNW
Increase  Increase  Applicable STHR HR
2006 Industry Avg 20 23547 8 16146
12/31/086 Industry Rate 20 24249 8 16429
1107 0 15000 95388%  20.38558 8 22200
ANN07 95388% 2038558 8 22200
71107 0 10000 95388% 2048097 8 26047
10/1/07 95388% 20 48097 8 26047
11/08 0 16000 95388% 2063359 8 32203
4/1/08 95388% 2063359 8 32203
7/1/08 95388% 2063359 8 32203
_____Tcu
Percentage  Cents PFTNW
increase Increase Applicable STHR HR
2006 industry Avg New contract removes COLAS baginning 2212044 507490
7/1/05 and adds three reto GW |
12/31/06 Industry Rate 22 13431 5.07602
11107 0 15000 90 271%\ 22 26971 510707
4/1/07 90271% \ 22 26971 5 10707
07 0 10000 90 271% \ 22 35998 512777
10/11/07 90 271% \ 22 35998 5.12777
1/1/08 90 271% “23.41299 5.36926
41/08 90271% 23.41299 5 36926
771/08 90 271% 23 41299 5 36926
BLET
Percentage Cents PFTNW
Increase Increase Applicable STHR HR
20086 Industry Avg Naw contract removea COLAS baganning 21 77389 8 70021
711/05 and adds thees retro G W |
12/31/06 industry Rate 21 77803 8 70187
11/07 0 15000 34.251%\ 2182941 8 72240
4107 34 251% \ 21.82941 8 72240
71107 0 10000 34 251% \ 21.86366 8 73608
10/11/07 34 251% 33929 8 92613
1/1/08 34251% 22 33929 892613
4/1/08 34 251% 22 33929 892613
7/1/08 34251% 22 33929 892613
file: Natwage2008RCAF.xis AAR
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U.S. National Contract

Page2of5

. _______Smwia _
Percentage Cents PFTNW
Increase Increase Applicable STHR HR
20086 industry Avg New contract removes COLAs beginnng 2165197 402722
7/1405 and adda three retra G W |
12/31/08 industry Rate 21 65761 4 02827
M7 0.15000 97 827%\ 2180435 4 05556
anfo7 97 827% \ 2180435 4 05556
71/07 0 10000 97 827% 190218 4 07376
10/1/07 97 827% .00919 4 27966
1/1/08 87 827% 2300919 4 27966
4/1/08 97 827% 2300919 4 27966
7/1/08 97.827% 2300919 4 27966
BRS
Percentage  Cents PFTNW
increase Increase Applicable STHR HR
2006 Industry Avg 23 12687 4 94609
M conlracl adds three et G W |
12/31/06 Industry Rate 23 13040
11/07 94 845 23 13040
4/1/07 94.845% \ 2313040
7M/07 94 845% \ 23 13040
10/11/07 94 845% 425.04482
111/08 94 845% 2504482
4/1/08 94.845% 2504482
71/08 94 845% 2504482
_ _ BMWE
Parcentage Cents PFTNW
Increase Increase Applicabla STHR HR
20086 Industry Avg New contract remaves COLAS beginung 19 97987 3.57778
71105 and adds three retro G W 1
12/31/06 Industry Ra 19.99121 3 57981
1107 0 08000 92 392 2006512 J 59305
ANQ7 92 392%\ 2006512 359305
N7 005000 92 392% \ 20.11132 360132
10/1/07 92 392% ¥21.74237 3 89339
11/08 92392% 2174237 389339
4/1/08 92392% 2174237 3 89339
7/1/08 92 392% 2174237 389339
AAR

file: Natwage2006RCAF.xis
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U.S. National Contract

____TCu-Carmen _
Percentage  Cents PFTNW
increase Increase Applicable STHR HR
2006 mdustry Avg New corniract removes COLAS begmning 21 40302 377519
7/1005 and adds three retro G W |
12/31/06 Industry Rate 21 41190 377676
11/07 0 15000 9271 21 55096 380128
4/1/07 92710%\ 2155096 380128
7107 0 10000 92 710% \ 21 64367 381764
101/07 92710% \ 21 64367 381764
1/1/08 92710% V22.68153 4 00070
4/1/08 92710°% 2268153 4 Q0070
7n/08 92710% 2268153 4 00070
NCFO
Percentage Cents PFTNW
Increase Increase Applicable STHR HR
2008 Industry Avg New contract ramoves COLAs begmming 17 78407 308290
7105 and adds Ywee retro G W 1
12/31/06 industry Rat 17 77636 308503
1/1/07 0 15000 95 865 17 92018 310999
LYa¥ivyg 95 865% \ 17 92018 310999
F/alinrg 0 10000 95 865% \ 1801602 3 12662
10/11/07 95 865% ¥18.77239 3 25789
1/1/08 95885%  18.77238 3 25789
4/1/08 958685% 18.77239 3 25789
71/08 95865% 1877239 3 25789
JAM
Percentage Cents PFTNW
increase Increase Applicable STHR HR
2006 Industry Avg 2165735 406537
12/31/06 industry Rate 21 67225 4.06817
1107 0 15000 95478% 2181548 409505
a7 95478%  21.81546 4 09505
N7 0 10000 95478% 2191094 4,11297
10/147 95.478% 2191094 4.11287
1/1/08 0 16000 95478%  22.06371 4 14165
4/1/08 95 478% 22 06371 4 14165
7M1/08 95478% 2206371 414165
flle: Natwage2006RCAF .xlis AAR
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2/4/08



U.S. National Contract
. _ IBBM _
Percentage Cents PFTNW
Increase Increase Applicable STHR HR
2006 Industry Avg New contract removas COLAS beginving 19 68410 2 94546
71/05 and edds three ratro G W |
12/31/06 Industry Ra 19 69762 294749
111/07 :-‘.':: 5':'}";?"..'5'.”?11 oy 0 15000 93938 19 83853 2 96857
4/1/07 loe incrensed 30 34 par how 93938% \ 1983853 2 96857
71/07 "~ 0 44000 93938% \ 2025186 303042
10/1/07 93938% V21.14699 316437
1/1/08 93938% 21 14699 316437
4/1/08 93938% 2114699 316437
71/08 93938% 21 14699 316437
IBEW .
Percentage Cenis PFTNW
Increase Increase Applicable STHR HR
2006 Industry Avg New contiact removes COLAs beginnmg 22 22681 4 07615
7/1/G5 and adds thres retro G W |
12/31/06 Industry Rate 2223189 4 07708
1107 0 15000 95 112%\ 22 374586 4 10324
4107 95 112% \ 22 37456 410324
7117 @ 10000 95 112% |\ 22.46967 4.12068
10/1/07 95 112% \ 2246967 . 412068
11108 95 112% " 23.59176 4 32646
4/1/08 95.112% 2359176 4 32646
7/1/08 95.112% 2359178 4 32646
_ ATDA
Percentage  Cenis PFTNW
Increase [ncrease  Applicable STHR HR
20086 industry Avg 31 74691 6 50471
12/31/06 Industry Rate 31 80064 6 51572
1/1/07 0000% 3180064 6 51572
41707 - — 0000% 3180064 6 51572
7n/07 ach fafiroad has been benchmarked a3 0000% 3180064 6 51572
1011007 | vernemtvon et 0000% 3180084 651572
111108 0000% 3180064 651572
4/1/08 0000% 3180084 651572
7/1/08 0000% 3180064 651572
file: Natwage2006RCAF.xls AAR
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U.S. National Contract
YDMSTRS

Page5of 5

Percentage Cents PFTNW
increase  Increase  Applicable STHR HR
2008 industry Avg 27 51913 7 15606
12/31/06 indusiry Rate 27 52330 7 15730
11/07 015000 42979% 27 58837 7 17407
4/1/07 42 979% 27 58837 7 17407
ThIO7 0 10000 42979% 2763135 7 18524
101107 42979% 27 63135 7 18524
1/1/08 0 16000 42979% 27 70012 7 20313
4/1/08 42979% 27 70012 7 20313
7/1/08 42979% 27 70012 7 20313
_ ______OTHER _
Percentage Cents PFTNW
Increase Increase Applicable STHR HA
2006 industry Avg 41 11808 1.40970
12/31/06 industry Rate 41 11808 1 40970
1107 001000 100 000% 41 12808 1 41004
4107 100 000% 41 12808 141004
M7 100 000% 41 12808 141004
10/1/07 100000% 41 12808 1.41004
1/1/08 3.00% 100000% 42 36192 145234
4/1/08 100 000% 42 36192 145234
7/1/08 100 000% 42 36192 145234
Check Sums
PFTNW
Increase Applicable ST HR HR
2006 AVG 33201699 67 50320
All three should match
12/31/06 332 16670 uma.onU
Iﬁmud malch cheok sum on National | _y | 121 058% Benchmark page
Increase Applicabdity for U S Total page
ok matches ok matches ok matches

file: Natwage2006RCAF.xis

ok matches

AAR
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Siqned  1)g-og

AGREEMENT BETWEEN
GRAND TRUNK WESTERN RAILROAD INCORPORATED (GTW)
AND

BROTHERHOOD RAILWAY CARMEN DIVISION
TRANSPORTATION COMMUNICATIONS INTERNATIONAL UNION

IT IS AGREED:
ARTICLE 1 -RATES OFPAY
—Y

A Effective January 1, 2005, all rates of pay in effect on December 31, 2004 are
increased by 3%

B Effective January 1, 2006, all rates of pay in effect on December 31, 2005 are { ﬁ“’ rO
increased by three per cent (3%).

C Effective Junuary 1, 2007, all rates of pay in effect on December 31, 2006 are
increased by three per cent (3%) __

D Effective July 1, 2008, rates of pay for Carmen covered by this Agreement will
be increased to $24.18.

E Effective July i, 2009, all rates of pay in effect on June 30, 2009 are increased
by three per cent (3%).

F Rates of pay resulting from the application of A through E, which end in
fractions of a cent shall be rounded to the nearest whole cent. Fractions less than
one-half cent shall be dropped and fractions of one-half cent or more shall be
increased to the nearest full cent

G A wage scale table for Carmen covered by this agreement 1s attached as
Appendix A

ARTICLE Il - COST-OF-LIVING ALLOWANCE _AND ADJUSTMENTS
THERETO AFTER JANUARY 1, 2010

L

Section | - Cost of Living Allowance and Effective Dates of Adjustments

(a) A cost-of-living allowance will be payable in the manner set forth 1n and
subject to the provisions of this Article, on the basis of the "Consumer

* Pnice Index for Urbun Wage Eamers and Clencal Workers (Revised
Senes) (CPI-W)" (1967=100), US Index, all items - unadjusted, as
published by the Bureau of Labor Statistics, US Department of Labor,

and heremnafter referred to as the BLS CPI. The first such cost-of-living
allowance shail be payable effecuve July 1, 2010, based, subject to
paragraph (d), on the BLS CPI for Scptember 2009, as compared with the



| The Railroad Employees National Health and Welfare Plan Covenng
Certain Employces Represented by the Transportation Communications
internahional Umon, Brotherhood Raillway Cammen Division of
Transportation Communications [nternational Umon, and Transport
Workers Union

2 Life Insurance Benefits for US Employees and Retirees and Accidental
Death and Dismemberment [nsurance Benefits for US Employees under
The Railroad Employees National Health and Welfare Plan, Effective
January 1, 2003

3 The Railroad Employees National Early Retirement Major Medical
Benefit Plan (formerly GA-46000)

4. Railroad Employees National Dental Plan for U S Employees as amended
through January 1, 2003

5 Railroad Employees National Vision Plan 1999

6. Supplemental Sickness Benefit Plan covering Railroad Shop Craft
Employees, January 1, 2003

7 The National Off -Track Vehicle Plan

B Effective January 1, 2008, the amount of employee cost shanng for Health and
Welfare Plans shall be one hundred dollars ($100.00) per month until changed 1n
accordance with Article IX of this agreement.

ARTICLE IV - EMPLOYEE SHARE INVESTMENT PLAN

Effective upon ratification of this Agreement, the Company Employee Share Investment
Plan will be made available to all employees subject to this Agreement i accordance
with the terms of the Plan The Company may, at its discretton, alter, amend, revise or
discontinue the Plan, in any manner, in whole or n part. This provision will not form
part of any Collective Agreement

ARTICLE V — BEREAVEMENT

Upon ratification, all bereavement rules are abrogated and the following 1s substituted
therefore

Employees 1n active service shall be entitled to bereavement leave of three (3)
work days, to be taken at the discretion of the cmployee, upon furnishing proof of
death of the employee's immediate family member. Bereavement leave will be
taken within six months from the date of death of the employee’s immediate
family member For purposes of this rule, immedute farmly consists of the
employee's spouse, child, parent, grandparent, grandchild, brother, sister, half-
brother, half-sister, stcp-parent, step-cinld and spouse's parent In such cases, a
basic day's pay at the rate of the last service rendered will be allowed for each of
the three (3) days Employces will make provision for taking leave with thewr
supervisor in the usual manner

o Family relationships created through the legal adoption process shall qualify for
bercavement leave Any other famuly relationship not specifically mentioned
shall be excluded

—
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E The provisions of paragraph (D) remaun in effect when forces are temporanly
reduced when a suspension of operations 1t whole or 1n part is due to a labor
dispute between the company and any of 1ts employees and during temporary
force reductions under emergency conditions, such as flood, snowstorm,
hurmcane, tornado, carthquake, fire, or a labor dispute other than as 1dentified
abave, provided that such conditions result in suspension of operations 1in whole
or In part.

F In the event the number of active employces falls below the level specified in
paragraph (D) for a penod of sixty (60) consecutive calendar days, the provisions
of Article lI, Subcontracting, of the September 25, 1964 National Agreement,
including all amendments through the November 27, 1991 Imposed National
Agreement, the December 9, 1991 GTW-BRC Agreement and the January 10,
1996 GTW-BRC Agreement, shall apply until such time as the number of active
employees 18 again equal to or greater than that specified in paragraph (D)

G The number of active employees specified in Paragraph (D) 1s based on the
conditions of the bustness on the GTW as it exists as of November 30, 2007. In
the event conditions of the railroad change such that would require a sigmficant
change m the number of active employees specified in paragraph (D), said
number shall be subject to renegotiation hetween the company and the
orgamzation.

H. If the parties are unable to agree to the specified number of active employees,
either party may submuit the dispute to final and binding arbitration. Each party
will submut its proposed number to the arbitrator with supporting argument, and
the arbitrator will select one of the two proposed numbers. The company may
implement its proposed number pending the results of the arbitration.

I The provisions of this Article will become effective December |, 2007 and are
not intended to reduce any existing employee protective conditions, nor to limut
any existing company nghts to outside contract work within the scope of the
Carmen's agreement

RTICLE VIII - GRIEVANCE RESOLUTION/ us

A Within sixty (60) days of the date of this agreement, all employees 1n active
service on positions covered by this agreement will be paid seven hundred and
fifty dollars ($750) each, subject to apphicable payroll deductions

B Upon payment of the amount indicated in paragraph (A), all claims and
grievances, other than those involving statutory imposed protechion and
disciplinary action, based on an occurrence prior to the cffective date of this
Agrecment are considercd resolved without prejudice to the position of either
party and with the understanding that such scttlements will not be cited by either
party i any future case, nor used by either party to allege that the other has
agreed to a particular practice
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Confidential Page 1 of 3

RCAF Lump Sum Amortization
2008/Q2 -
Quarter Quarter
of Amortization Annual 1 Quarter u.s.
Payment Began Amount Per ST Hour Per ST Hour ST Hours
CSX - pLeT fagnmgbenn)  2007Q3 2007Q3 $14,435,000 004211 0 16848 342,756,730 2008
CNGT - various' Vanous  2007Q4 $387,000 000113 000452 342,756,730 zo0s
GTW - Tcu-cAR 200802 200802 $90,000 0 00028 000105 342,756,730 2006
NS - BLET & ATDA 2008Q2 2008Q2 $18,270,799 005331 021322 342,756,730 2000
CSX - BLET 2008Q2 2008Q2 $20,528,547 0 05989 023957 342,758,730 2008
Tatal $53,711,348 015670 -
Should be slightly less
than amortized amount
Fell out
DMIR - IBBM 2007Q1 2007Q2 $4,000 0 00001 000005 342,756,730 2me
IC - TCU-CAR 2007Qi1 2007Q2 $226,500 000066 000284 342,756,730 o8
NS - BLET & ATDA 200701 2007Q2 $30,264,380 008830 035319 342,756,730 2008
Interest Rate
4 940 |
5035
4775
4 600
3390
2160
j2008/Q3
2008/Q4
2009/Qi1
2009/Q2
2009/Q3
2009/Q4
Lump Sum Adjustment far 2008/Q2 —p 0.159162
or
0.159

' DWP TCU-CAR, GTW BLET, and GTW TCU

RCAFIs.xis AAR aMmomno
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Confidentlal Page 2 of 3
SCHEDULE: CSX BLET
ided 2007Q3
3 Mo Prncipal
. Periods Treas Qtly Balance
Remamn- Bill Int Alter Qtly Interest Princtpal
ing Rate Rate Payment Payment Payment Payment
Lump Sum $0 16848
2007/Q3 4 4775 11938 $0 12709 $0 04338 $0 00201 $0 04137
2007/Q4 3 4600 11500 $0 08521 $0 04334 $0 00146 $0 04188
2008/Q1 2 339C 08475 $0 04278 $0 04315 $0 00072 $0 04243
2008/Q2 1 2160 05400 $000000  $0.04302  $000023  $0 04278
SCHEDULE: CNGT various (DWP TCU-CAR, GTW BLET, and GTW TCU)
Added 2007Q4
3 Mo Pnncipal
Penoda Treas Qily Balance
Remain- Bill int After Qily Interest Principal
ing Rate Rate Payment Payment Payment Payment
'uymp Sum $0 00452
07/Q4 4 4800 11500 $0 00341 $0 00116 $0 00005 $0 00111
2008/Qr1 3 3380 08475 $0 00228 $0 00115 $0 00003 $0 00113
2008/Q2 2 2160 05400 $0 00114 $0.00115 $0 00001 $0 00114
2008/Q3 1 0 0000 $0 00000 $0 00114 $0 00000 $0 00114
SCHEDULE: GTW TCU-CAR
Added 2008032
3Mo Principal
Penods Treas Qtly Balance
Remain- Bill Int After Qtly Interest Principal
ng Rale Rate Payment Payment Payment Payment
Lump Sum $0 00105
2008/Q2 4 2160 05400 $0 06079 $0.00027 $0 00001 $0 00026
2008/Q3 3 0 0000 $0 00053 $0 00026 $0 00000 $0 00026
2008/Q4 2 0 6000 $0 00028 $0 00026 $0 00000 $0 00026
2009/ 1 0 0000 $0 00000 $0 00026 $0 00000 $0 00028

AmMoinn



Confidential Page 3 of 3
SCHEDULE: NS BLET & ATDA
Added 2008Q2
3 Mo Principal
Penods Treas Qtly Balance
Remain- Bill Int After Qtly Interest Pnncipal
ing Rate Rate Payment Payment Payment Payment
Lump Sum $0 21322
2008/Q2 4 2180 05400 $0 16035 $0.05403 $000115 $0 05288
2008/Q3 3 0 0000 $0 10690 $0 05345 $0 00000 $0 05345
2008/Q4 2 0 0000 $0 05345 $0 05345 $0 00000 30 05345
2009/Qx1 1 0 0000 $0 00000 $0 05345 $0 00000 $0 05345
SCHEDULE: CSX BLET
Added 2008Q2
3 Mo Prncipal
Penods Treas Qtly Balance
Rematn- Bill Int After Qtly Interest Pnncipal
ing Rate Rate Payment Payment Payment Payment
Lump Sum $0 23957
2008/Q2 4 21680 05400 $0 18016 $0.06070 $0 00129 $0 05941
2008/Q3 3 00000  $0 12011 $0 08005 $0 00000 $0 08005
2008/Q4 2 00000 $0 06005 $0 06005 $0 00000 $0 068005
2009/Q1 1 00000 $000000 $006005  $000000  $0 06005
RCAFIls.xis AAR 2190/
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ARTICLE 5 - PERFECT ATTENDANCE STOCK AWARD

A Effective with the date of this Agreement, all eligible CSXT Engineers will be
entitfed to an award of twenty (20) shares of CSX Corporation Common Stock for every six (6)
months of perfect weekend attendance The sixth month penoeds begin January | and July 1 cach
year

B Perfect weekend attendance 1s defined as one hundred percent (100%) availability
on Fnday, Saturday and Sunday during a consecutive six (6) month period Rest days are
considered as being available for service Any other non-compensated mark offs will be
considered as unavailable Recipients of this award will have such shares placed m their 401(k)
account Those awardees who do not have a 401(k) account will recerve the cash equivalent of
said stock based on the closing price of CSX stock on the last day of the semi-annual period

ARTICLE 6 - PERFORMANCE BONUS PROGRAM

A The partics agrec that Engincers represented by the Brotherhood of Locomotive
Engineers and Trainmen (BLET) will be eligible for a bonus payment under the Performance
Bonus Program (PBP) established in this Agreement for the penods and on the basis set forth

below
N

e | Effective January 1, 2007 and payable in 2008, locomotive Engineers will
’ be chgible for a bonus up to a maximum of six percent (6%) of their locomotive Engincer

earnings 1n 2007, calculated in accordance with paragraph B below

2 Effective January !, 2008 and payable 1n 2009, locomotive Engincers will
be eligible for a bonus up to a maximum of eight percent (8%) of their locomotive Engincer
carnings i 2008, calculated 1n accordance with paragraph B below

3 Effective January 1, 2009 and payable in 2010, locomotive Engmecrs wiil
be cligible for a bonus up to a maximum of ten percent (10%) of thewr locomotive Engineer
carnmgs in 2009, calculated n accordance with paragraph B below

4 If the BLET does not excrcise its nght to cancel participation in the Bonus
Program under paragraph F below, all locomotive Engineers will be cligible, effective January 1,
2010 and annually thercafter, for a bonus of twelve percent (12%) in 2010 and increasing to
fittcen percent (15%) at the end of the next contract of therr locomotive Engineer carnings in that
year, payable i the following year, calculated tn accordance with paragraph B below, except
that locomotive Engineers who achicve a BLET scnionity date on or after January 1, 2010 will be
chgible m 2010 for this bonus up to a maximum of ten percent (10%) of their locomotive
Engincer earnings n 2010, caiculated n accordance with paragraph B below, with a one percent
(1%) increase m that level cach subsequent year until they reach a maximum level negotiated for
locomotive Engincers  Locomotive Engincers who achieve a BLET semiority date by



NS ATOA
Section 3 - Second General Wage Increase

Effective July 1, 2003, each basic monthly rate of pay in effect on June 30, 2003 for
employees covered by this Agreement shall be increased in the amount of two and one-

half percent (2 ¥4 %) representing a general wage increase Where basic monthly rates
are not 1n effect, an equivalent adjustment shall be made

Section 4 - Third General Wage Increase

Bffective July 1, 2004, each basic monthly rate of pay in effect on June 30, 2004 for
employees covered by this Agreement shall be increased in the amount of three (3)

percent representing a general wage increase Where basic monthly rates are not in
effect, an equivalent adjustment shall be made

ARTICLEILI
Rart1- Transfer Time

Effective January 1, 2005, existing agreements are amended to provide that an employee covered
by this Agreement shall receive an allowance for ail time consumed immediately prior or
subsequent to the employee's regular tour of duty that is (i) required by the Camner, and (ii)
directly involves the transition of ongoing work responsibilities between shifts Such allowance
shall not exceed an amount equal to fifteen (15) minutes' time at the straight time rate of pay

Part H - Thoroughbred Performance Bonus Program Participation

The Parhes agree that employees represented by ATDD/BLE will participate in the Norfolk
Southem Thoroughbred Performance Bonus Program for the periods and on the basis set forth
below ’

Section 1

(@)  Effective January 1, 2005 and payable in 2006 train dispatchers represented by
the undersigned General Chairmen will be eligible for a bonus up to a2 maximum
of five percent (5%) of their dispatcher earnings tn the preceding calendar year

(b)  Effective January 1, 2006 and payable in 2007 tramn dispatchers represented by
the undersigned General Chairmen will be eligible for a bonus up to a maximum
of five percent (5%) of their dispatcher earnings in the preceding calendar year

- (c) Effective January 1, 2007 and payable in 2008, and each year thereafter, train \
dispatchers represented by the undersigned General Chaumen will be eligible for

a bonus up to a maximum of ten percent (10%) of their dispatcher earnings in the
preceding calendar year
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It is HERERY AGREED thus 1* day of Novermnber 2003

AR EI-THOROUGHBRED PE CE, BONUS
Section 1

Effective Janwary 1, 2003, and paysble in 2004 and 2005 locomotive engineers
ropresentied by the undersigned General Committess will be eligible for s bonus up to 2
medimum fifteen percant (15%) of their engineer earnings in the proceding calendar year.

Section 2 — 3\

/ Bffective January 1, 2005 and payable in 2006, 2007 and 2008 locomotive engineers
i represented by the undersigned General Committees will be eligible for a bonus up to a
k maxymum of ten (10%) of their epgineer eatnings wn the preceding calendar year.
/

Section 3

Effective January 1, 2008 and payable in 2009 and each year thercafter, locomotive
engineers represented by the undersigned General Commeittees will be eligible for a
bonus up to & maximum fifteen percent (15%) of their enginecr camings in the preceding
calendar year.

—"

ection 4

The terms end conditions for the administration of the Thoroughbred Performance Bonus
remain as specificd m Article I, Sections 3 and 4 of the June 1996 Agreement between
the parties, subject to the maximums stated in Sections 1, 2 and 3 above ==

Section §

The Brotherhood of Locomotive Engineers shall have the unilateral nght to accept wage
increases as provided in Side Letter 1 in lieu of the bonus provided for by Section 3 of
this Article I effective on and after Jaguary I, 2010 by providing written notice to the
Camier of 1ts intention to do so between November 1, 2009 and November 30, 2009
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RCAF Back Pay Amartization
2008/Q2
Quarter Quarter
of Amortization Annual 1 Quarter US.
Payment Began Amount Per 8T Hour Per STHr ST Hours
CSX - BLET{retro GWI 2007Q2 2007Q3 $477,940 000139440 000558 342,756,730
National IBBM 2007Q2 2007Q3 $71,390 000020828 000083 342,756,730
National 7 Unions® 2007Q3 2007Q4 §119,981,393 035004825 140019 342,756,730
BNSF - BLET 2007Q3 200704 $15,874,984 0046316560 0 185268 342,756,730
CSX - BLET (ECS cfiset) 2007Q2 200704 ($243,378) 000071006 -000284 342,756,730
GTC/CN - vanous® 2007Q3 2007Q4 $8,408,734 002453266 009813 342,756,730
SQO - BLET 2007Q3 200704 $1,490,393 000434825 001739 342,756,730
National 3 Unions* 2007Q4 2008Q11 $66,876,916 0 19511482 078046 342,756,730
IC&CCP - BRS 2008Q1 2008Q1 $586,106 000170998 000684 342,756,730
SOO - ATDA, IAM, IBBM, TCU  2007Q4 2008Qx1 $1,236,670 000380801 001443 342,756,730
UP - ATDA 2008Q2 2008012 $312,309 000091117 000384 342,756,730
UP - UTU-YMD 2008Q2 2008Q2 {$21,285) -000006210 -000025 342,756,730
GQGTW - TCU-CAR 2008Q2 2008Q2 $1,079,857 (000315051 001260 342,756,730
Total $216,132,029 063056976
¥ JShouid be sightly less
than amortized amount
Fell out
GTC/CN - vanous’ 2007Q1 2007Q2 $3,003,130 000876170 003505 342,756,730 200
interest Rate
2007/Q1 4 940
|2007/Q2 5085
2007/Q3 4775 s
2007/Q4 4 600
2008/Q1 3 350
2008/Q2 2180
2008/Q3
2008/Q4
2009/Q1
2009/Q2
2009/Q3
2009/Q4

Back Pay Adjustment for 2008/Q2

—> 064137

or
0841

'BLE BLET, DMIR IBBM, GTW BLET, UTU, UTU-YMD, and IC TCU-CAR

2 National BLET, BMWE, BAS, IBBM, NCFO, SMW, and ATDA

IDWP TCU-CAR, GTW TCU, IC&CCP BMWE and UTU, and WC&SSAM UTU
* National IBEW, TCU and TCU-CAR

RCAFbackpay xla

219R/0R




Page 2 of 6

SCHEDULE. CSX BLET (retro GWI)
Added 2007Q3

3 Mo Pnncipal
Perniods Treas Qtly Balance
HRemain- Bl Int After Qily Interest Principal
ing Rate Rate Payment Payment Payment Payment
Lump Sum $0 00558
2007/Q3 4 4775 11938 $0 00421 S0 00144  $0 00007 $0 00137
2007/Q4 3 4600 11500 $0 00282 3000144 S0 00005 $0 00139
2008/Q1 2 3390 08475 $0 00142 $000143 S0 00002 $0 00140
2008/Q2 1 2160 05400 $0 00000 $0 00142  $0 00001 80 00142
SCHEDULE" National IBBM
Added 2007Q3
3 Mo Prncipal
Penods Treas Qily Balance
Remaun- Bill Int After Qily Interest Principal
ing Rate Rale Payment Payment Payment Payment
Lump Sum $0 00083
2007/Q3 4 4775 11938 $0 00063 $0 00021  $0 00001 $0 00020
2007/Q4 3 4600 11500 $0 00042 $0 00021  $0 00001 $0 00021
2008/Qt 2 3390 08475 $0 00021 $000021  $0 00000 $0 00021
2008/Q2 i 2160 05400 $0 00000 $0.00021 $0 00000 $0 00021
SCHEDULE: Natlonal BLET, BMWE, BRS, IBBM, NCFO and SMW .
Added 2007Q4
3 Mo Principal -
Penods Treas Qtly Balance
Remain- Bilt Int After Qily Intarest Principal
Ing Rate Rate Payment Payment Payment Payment
Lump Sum $1 40019
2007/Q4 4 4600 11500 $105613 $0 36017 $001610Q $0 34407
2008/Q1 3 3390 08475 $0 70705 $0 35803  $0 00895 $0 34908
2008/Q2 2 2160 05400 $0 35448 $0 35839  $0 00382 $0 35257
2008/Q3 1 0 0000 $0 00000 §0 35448 3000000 S0 35448
RCAFbackpay.xis AAR ninemn
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SCHEDULE: BNSF BLET

RCAFbhackpay.xle

Added 2007Q4
3Mo Pnncipal
Pencds Treas Qtly Balance
Remain- Bill Int After Qtly Interest Pnncipal
ng Hate Rate Payment Payment Payment Payment
Lump Sum $0 18526
2007104 4 4600 11500 $0 13974 $0 04765  §0 00213 $0 04552
2008/Q1 3 3390 08475 $0 09355 8004737 $00G0118 $0 04619
2008/Q2 2 2160 05400 $0 04690 5004715 S0 Q0051 £0 04665
2008/Q3 1 0 0000 $0 00000 §0 04680  §0 00000 $0 04890
SCHEDULE: CSX BLET (ECS offset)
Added 2007Q4
3 Mo Pnncipal
Pencds Treas Qtly Balance
Remam- Bill Int Alter Qily Interast Prnincipal
ing Rate Rate Paymenti Payment Payment Payment
Lump Sum {$0 00284)
2007/Q4 4 4600 11500 (80 00214) (S0 00073) ($000003)  ($0 00070)
2008/Q1 3 3390 08475 (5000143)  ($000073) ($000QO2) (S0 0OO71)
2008/Q2 2 2160 05400 ($000072) ($0.00072) ($000001)  ($0 00072)
2008/Q3 1 0 0000 3000000 ($000072) S$O0COO00  ($0 00072)
SCHEDULE: DWP TCU-CAR; GTW TCU, ICXCCP BMWE and UTU; and WC&SSAM UTU
Added 2007Q4
3 Mo Pnncipal
Pencds Treas Qtly Balance
Remain- Bull Int Aftar Qtly Interest Principal
ing Rate Rate Payment Payment Payment Payment
Lump Sum $0 09813
2007/Q4 4 48600 11500 $0 07402 £0 02524 $000113 $0 02411
2008/Q1 3 3390 08475 $0 04955 $0 02509  $0 0O0B3 §0 02446
2008/Q2 2 2160 05400 $0 02484 $0.02408  $0 00027 $0 02471
2008/Q3 1 0 0000 $0 00000 $0 02484  $0 00000 $0 02484
AAR ammaing
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SCHEDULE SOO BLET

Added 2007C4
3 Mo Principal
Periods Treas Qtly Balance
Remain- Bill Int Alter Qtly Interast Pnncipal
ing Rate Rate Payment Payment Payment Payment
Lump Sum $001738
2007/Q4 4 4600 11500 $0 01312 $0 Q0447  $000020 €0 00427
2008/Q1 3 3390 08475 $0 00878 $000445 $D 00011 $0 00434
2008/02 2 2160 05400 $0 00440 $000443  $0 00005 $0 00438
2008/Q3 1 00000 $0 00000 $000440  $0 00000 S0 00440
GCHEDULE: National IBEW, TCU and TCU-CAR
Added 200801
3 Mo Pnncipal
Penods Treas Qily Balance
Remain- Bill Int After Qtly Interest Pnncipal
ing Rate Rate Payment Payment Payment Payment
Lump Sum 80 78046
2008/Q1 4 3390 08475 $0 58781 $0 19927  $0 00661 $0 19265
2008/Q2 3 2160 05400 $0 39293 $0.198068 5000317 $0 19488
2008/Q3 2 0 0000 $0 19646 $0 19846  $0 00000 $0 19646
2008/Q4 1 0 c000 $0 00000 $0 19648  $0 00000 $0 19648
SCHEDULE- IC and CCP BRS
Added 2008Q1
3 Mo Pnncipal
Penods Treas Qly Balance
Remain- Bill Int After Qtly Interest Pnincipal
ing Rate Rale Payment Payment Payment Payment
Lump Sum $0 00684
2008/Q1 4 3390 08475 $0 00515 $000175  $0 00006 $0 00169
2008/Q2 3 2160 05400 $0 00344 $000174  §000003 $C 00171
2008/Q3 2 00000 $0 00172 5000172  $0 00000 $0 00172
2008/Q4 1 0 0coo $0 00000 $000172  $0 00000 $0 00172
RCAFbackpay xla AAR ninnnn



SCHEDULE S0O ATDA, IBBM and TCU

Page 5 of 6

Added 2008Q1
aMo Principal
Periods Treas Qtly Balance
Remain- Bill Int After Qtly Interest Prncipat
ing Rate Rate Payment Payment Paymont Payment
Lump Sum $0 01443
2008/Q1 4 3390 08475 $0 01087 $0 00368 $0 00012 $0 003586
2008/Q2 3 2160 05400 $0 00727 $000368 $0 00006 $0 00360
2008/Q3 2 Q 0000 $0 00383 $0 00363  §0 00000 $0 00363
2008/Q4 1 00000 $0 00000 §000383 S0 00000 $0 00363
SCHEDULE: UP ATDA
Added 2008Q2
3 Mo Principal
Penods Treas Qily Balance
Remain- Bil Int Aftar Qily Interest Pnncipal
ing Rate Rate Payment Payment Payment Paymaent
Lump Sum $0 00364
2008/Q2 4 2160 05400 $0 00274 $0.00082  $0 00002 $0 00090
2008/Q3 3 0 0000 $0 00183 $0 00091  $0 00000 $0 00091
2008/Q4 2 {0000 S0 00091 $0 00091 S0 00000 $0 00091
2009/Q1 1 0 0000 $0 00000 $000091  $0 00000 $0 00091
SCHEDULE: UP UTU-YMD
Added 2008Q2
3 Mo Prncipal
Penods Treas Otly Balance
Remain- Bill int After Qtly Interest Principal
ing Rate Rate Payment Paymant Payment Payment
Lump Sum {30 00025)
2008/C2 4 2160 05400 ($000019)  ($000006) ($000000) (50 00006)
2008/Q3 3 0 0000 (50 00012)  {$000006) S0 00000 (50 00006)
2008/Q4 2 0 0000 {§000008) (S000008) SCO0000 (S0 00006)
2009/Q1 1 C 0000 $000000  ($000006) SO 00000  ($00000S)
RCAFbackpay xis AAR 2/26/08
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SCHEDULE GTW TCU-CAR

Added 2008Q:2
3 Mo Principal
Penods Treas Qtly Balance
Ramain- Bill int After Qtly Interest Pnncipal
ing Rate Rate Payment Payment Payment Payment
Lump Sum $0 01260
2008/Q2 4 2160 05400 $0 00948 $0 00319  $0 00007 $0 00313
2008/Q3 3 0 0000 $0 00632 $000318  $0 00000 $0 00318
2008/Q4 2 0 0000 $0 00318 $0 00316  $0 00000 $0 003186
2005/Q1 1 0 0000 $0 00000 $000316 S0 00000 $0 00318
AAR 2/28/08

RCAFbackpay.xls



2008Q2 Page10of3-U.S
Health and Weifare
Employses
Receiving
Pay Monithly Contnbution Tolal Total
2006 2006 Avg 2008 2006 Avg 2008
1 All Employees
a Group health 175,772 51,001 02 $1,076 61 $175,951,287 44 $189,237,892 92
b Group dental 175,772 4720 4572 8,296,438 40 8,036,295 84
¢ Early retirement major medical 175,772 87 86 110 98 15,443,327 92 19,507,176 56
d Group vision 175,772 1066 1016 1,873,729 52 1,785,843 52
2 Supplemental Sickhess
a Signalmen 6,185 3200 855 197,920 00 52,881 75
b Shopcralts 25,599 6100 3004 1,561,539 00 768,993 98
c MOW 28,027 3600 14 89 936,972 00 387.542 03
d Yardmasters 2,357 47 06 3321 110,920 42 78,275 97
3 Shert-Term Disability
a Enginears (CSX, KCS, UP) 16,107 4000 4000 644,280 00 644,280 00
b Engineers (SOO, $40 began 2Q 2008) 518 3600 40 00 15,540 00 20,720 00
4 Monthly Total Premiums 205,031,954 70 220,519,902 55
5 Monthly Employee Contnbutions To H&W
a National BLET @nsr cax, wcs, s, up) 28,966 ($12784) ($16625) ($3,697,22024) {$4,815,597 50)
b Natonal BMWE @gnsr. csx Kcs, Ns ur) 24,090 §000 ($168 25) $0 00 (4,004,962 50)
c National BRS mnsr, csx, kcs, Ns. up 5,859 ($10000) ($166 25) {$585,900 00) (974,058 75)
d National |AM @nsrF, cax, kcs, N8 UP) 6,763 (5106 62) ($14904) ($721,07106) (1,007,957 52)
a National |BBM usr, esx, kes. s, um 1,051 ($12328) ($16625) {$129,567 28) {174,728 75)
f National IBEW @nsr osx, kes, NS uP) 4,929 ($13196) ($18825) ($650,430 84) (819,446 25)
g National NCFO mnsr, csx, ks, Ns uP) 2,404 ($13196) ($16625) ($317,231 84) (399,665 00)
h National SMW @wsr, cax, kcs, Ns uP) 1,059 (§13198) ($16625) {$139,745 64) (176,058 75)
1 Natronal TCU fexst, csx. xcs, Ns um 8,383 {$12328) ($16625) ($1,033,45624) (1,383,673 75)
j National TCU-CAR ansF.csx kcs ns, Lpy 10,407 (§12328) ($16625) ($1,282,974 96) (1,730,163 75)
k National UTU @nsF, cax Kcs, Ns UP) 44,297 ($13196) ($17044) ($5,845,432 12) (7,549,980 68)
| National UTU-Yardmasters {sssrF csx kcs us) 1,701 ($13196) (%170 44) {$224,463 98) {289,918 44)
m National ATDA . avy BNSF kCs, NS, 8 CSX) 1,781 ($128 85) (§516492) {$230,770 35) (295,371 72)
n Independont CNGT twt svg all 104 union categones) 5892 ($5408) ($7981) ($318,639 38) (470,240 52)
o Independent SO0 wegtted sverage all 13 urvons) 2,567 ($9165) ($12872) ($235,2685 55) (330,424 24)
p Independant UP (varimasien onty) 491 ($12328) ($161 76) (860,530 48) (79,424 18)
Total Major Union 150,650 {$15,472,699 92) ($24,511,672 28)

All Other Employeo Contributions**

& Net Employer Monthly Payments
7 Ratio Projacted Year to Base Yoar, Based on Nat Monthly Payments

8 HAW hourly rate for base year

9 H&W hourly rate for projected quarter

* 70% of CSX Dispalchors paricipate in nabonal agroement, remaining have indopendent agroement

(52,839,968 66)  ($2,839,968 66)

$186,719,286 12 $193,168,261 61
103454
85 322

** Mosly non-union employoe contnbutons  Tho $15,472,699 92 In major union contnbutions, plua $2,839,968 66 in #li other umployuo
contnbubons, totala to the 12-maonth averaga of tho tolal empicyee contnbubions roparted to the AAR n its WF survey

File: H&W.xls

Association of American Raillroads

2/22/08



2008 Q2 Page2of 3
Health and Welfare
Employer H&W Contribution
2006 Pd
Supplemental Sickness Plan: Employees  East Waest
a Signalmen BRS 6,185 2,744 3,441
b Shopcrafis Total 25,599 10,588 15,011
IBEW 5177 1,902 3,275
IBBM .17 203 824
TCU-Car 11,149 5,168 5.981
1AM 7.073 2,842 4,431
SMw 1,083 583 500
¢ MOW BMWED 26,027 9,790 16,237
d. Yardmasters uTuy-YMD 2,357 1,380 977
Short-Term Disabliity Contribution:
a Engineers Total BLET 16,107 5,999 10,108
CsX 6,999
KCS 542
UP 9,566
b Engineers S00 518
Sources/Notes:

Employee counts are from the 112-Clagss Wage Statisies Monthly H&W premiums are from the NRLC, contracts, or
the rallroads Projected quarter H&W Cost Shanng amounts are from the NRLC, union contracis, or pertinent railroads
Base year average monthly Cost Shanng amounts are from an AAR survay, NRLC, contracils, pertinent ralroads HawW
hourly rate for base yaar benchmark rs based on annual report and wage data H&W rate for projected year 18 the

henchmark figura updated by the raho of projected year nat paymants to tha hase year All Other employee

contnbuhons 1s the difference between total employee coninbutions for the base year and all known union amounts --
resulting in a non-union amount plus any adjustments caused by either opt-outs from union agreements or independent
cost sharing agreements {if any) unknown to the AAR

Flle: H&W.xIs



2008 Q2 Page 3of 3

Health and Welfare
Employee HEW Cost Sharing
Group Railroads Contract Source
BLET BNSF, CSX, KCS, UP Article iV Part B Saction 1 {a) & (@)
NS Article IX Sechons 2 & 3, same as national
b BMWE BNSF, CSX, KCS, NS, UP Article IV Part B Section 1 (a) & (e)
c BRS BNSF, CSX, KCS, NS, UP Article IV Part B Section 1 {(a) & (o)
d 1AM BNSF, CSX. KCS, NS, UP Article IV Part B Sectien 1 {f)
o IBEBM BNSF, CSX, KCS, NS, UP Asticle IV Past B Section 1 {a) & {a)
t IBEW BNSF, CSX, KCS, NS, UP Article IV Part B Saction 1 (a) & (8)
g NCFO BNSF, CSX, KCS, NS, UP Article IV Part B Section 1 (a) & (e)
h SMW BNSF, CSX, KCS, NS, UP Article IV Part B Section 1 (a) & ()
i TCU BNSF, CSX, KCS, NS, UP Arncle 1V Part B Section 1 {a) & {e)
} TCU-Carmen BNSF, CSX, KCS, NS, UP Article IV Part B Saction 1 (a) & (e)
k UTU BNSF, C8X, KCS, NS, UP Article IV Part B Section 1 (g)
I UTU-YMD BNSF, KCS, NS Article IV Part B Section 1 (g)
CS8X Article IV and Side Letter #1
m Diapatchers BNSF, CSX, KCS, NS Atticle IV Part B Section 1 (a) & (e)
n Independent CN all urion categones incl $0 agrmnis
o Independent SO0 all unions Prowvided by Canadian Pacific Railway
p Independent UP yardmasters Article lll Part B Section 1 (i)

Fite: H&W.xlis 2/22/08
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RCAF Unemployment Insurance Tax

Unemployment Ins. ARB Factor Avg. Ann. Un.lIns.
Tax Earnings Hourly Sample To Update Taxable Hourly
Rate Base Earnings Year RRB Sample Earnings Rate
$27 258 (2002)
2003 Avg. 4.61%  $13,440 $27 952 1025460 $12,56601 $0 322
4Q/04 2.88%  $13,560 $28 834 1.057818 $12,68880 $0.203
1Q/05 228%  $13,800 $29 332 1076088 $12,91318 _ $0.164
2Q/05 228%  $13,800 $29.115 1.068127 $12,90959 $0.164
3Q/05 2.28%  $13,800 $29 408 1078876 $12,91443 $0.164
$27 952 (2003)
2004 Avg. 2.88%  $13,560 $28 151 1.007119 §12,797.12 $0 197
4Q/05 229%  $13,800 $29.157 1.043110 $13,030.55 $0.159
1Q/06 236%  $14,340 $29.277 1.047403 $13,526.36 $0.170
2Q/06 2.36%  $14,340 $29 255 1046616 $13,526.05 $0170
3Qv06 236%  $14,340 $28.302 1.048297 $13,52671 $0.170
$28 151 (2004)
2005Avg 229%  $13,800 $28.884 1.026038 $12,81075 $0 162
4Q/06 236%  $14340 $29.136 1034990 $13,29594 $0.173
1Q/07 247%  $14,760 $29.220 1.037974 $13,670.56 $0.186.
2Q/07 247%  $14,760  $29238 1.038613 $13,670.92 $0.186
3Q/07 247%  $14760  $29 336 1.042094 $13,672.83 $0.186
$28.884 (2005)
2006 Avg 236%  $14,340 $29.465 1.020115 $13,05343 $0.173
3Q/07reb. 247%  $14,760  $29 655 1.026693 $13,422.16 $0186
4Q/07 247%  $14,760  $30.476 1055117 $13,43863 $0.186
1Q/08 248%  $15,360 $31.071 1.075717 $13,97206 $0.195
2Q/08 248%  $15360  $31090 1.076374 $13,97245 $0.195
3Q/08 248%  $15,360 0.000000 -—

Naote Avarage Annual Taxable Earmings s calculated from the RRB 1% sample data, by multiplying the average annuai eamings n
the fila tmes the “Faclor®, and imiting the amount to the eamings base Thus, the annual hourly samings used for the calculation of
the Factor 1s for the RRB sample year, and the Factor brings the eamings i the RRB 1% sample file lo the current quarter's level

2005 rate changes from 2 28% lo 2 29% bacause rebenchmarking to 2004 (and later} waga statistics and annual report data adds
BLAE and DMIR lo the rairoad group

Labor file: Unemployment.xis

2/28/08
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Monthly Railroad
Fuel Price Indexes

Prices through January 2008

" index 7/15/00 = 100 )

Copyright 2008

Assgciation of American Railroads

Policy and Economics Department February 20, 2008
50 F Street NW WWW aar org

Washington, DC 20001 policy@aar org




New York Harbor No 2 Heating Oil Spot Price FOB (Cents per Gallon)
@ Energy Information Administration

ow Eaogy §nshos fo- e L 5 Cionvrvn
Energy Glossary

Home > Pelrolaum > Nawigalor Petnalewn %w'gataz

N [hese data are avallable in spreadsheet format by cheking the "Download Series History" link on the previous page {with drop-
down menu bar at top)

[View History O Dally Q) Weekly ® Monthly Q) Annuai |
New York Harbor No., 2 Heating Oil Spot Price FOB (Cents per Gallon)
Year Jan Feb Mar Apr May Jdun Jul Aug Sep Oct Nowv Deoc
1986 3BOI0 33363 40760 40198 39376 42183 M7
1987 52131 47364 49123 AB4B3 51758 52270 S4707 52407 52259 S0260 55908 51550
1948 51773 48072 47520 51479 50877 44759 42721 433177 405R3 402013 44860 S1O000
1989 54353 51345 56928 53808 S06YR 48489 49334 J9755 55685 58799 50326 R0 32§

1990 TI0B0 57463 57953 58504 53852 48069 53080 75347 88815 94203 R7320 79589
1991 75005 70571 61836 56186 55045 53547 57706 60479 61500 66476 64288 52447
1992 51625 53240 52514 56230 57623 61234 60262 5823 618I1 62627 56610 54048
1993 53037 55924 SBOS5 55544 54517 52518 49803 50841 51951 53927 50185 43451
1994 49946 55671 49236 47876 47856 49241 49855 49473 47744 48180 49432 48 341

1995 47915 47587 45762 49387 50086 47594 46515 49060 50130 48709 51748 57607
1996 55515 61354 65633 67598 57591 51439 55536 60305 67651 72264 0053 NIN
1987 69780 61090 54727 57731 56346 51237 53031 53994 53195 57162 56167 51075
1998 46551 44319 42144 43005 41135 37830 36222 34484 40261 38516 35872 313
1999 33505 30436 8771 43105 42286 43278 49992 548312 60193 58417 64783 67122

2000 91489 93717 77345 74851 75961 78243 78071 89286 98762 97679 103180 94 293
2001 84540 78547 74081 78174 Y7223 75585 697R4 73359 73109 62835 S4B4AR 52379
202 53559 54077 63566 66717 66604 64597 67852 TOUIR 77342 76785 71986 R2100

3 90511 112852 98825 79605 74129 75938 78607 81612 73644 82030 R1450 Bo068
2004 98403 91271 90926 92196 (01835 99365 109017 116695 125723 148457 (38401 127509

2005 131616 134290 155595 152262 141253 161231 164002 180421 196290 189106 168930 (70724
2006 175075 163850 177726 197807 197159 192472 193542 (98355 169937 164770 164815 168359
2007 152758 169306 174151 186364 1R8360 {99092 207222 198433 217925 218241 2580646 257399

2008 155785

Updated on 2/27/2008
Source U S Energy Information Admimstration

Contact Us Feedback - Prvacy/Socunty - Jobs - About Us

attp.//tonto e1a doe gov/dnav/pet/hust/rhonyhM htm

Page 1 of 1
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AAR MATERIALS AND SUPPLIES INDEX

Region By Composition

First Quarter 2008
February 25, 2008

United States by Composition Category - Summary

Previous

Quarter

Composition Category Weight Index
Forest Products .1184 215.24
Metal Products .6461 175.76
Miscellaneous Products 2355 261.75
U.S. By Composition -~ 201 16
U.S. By Composition (Linked) -~ 205.97
United States (1977=100) -- 293.10

Linking Factor: 1.423

«..1ted States {(1980=100) -= 218 53

Linking Factor: 1.061

L...ced States By Composition
Page 1 of 4

Current
Quarter
Index

221
180
274

207.

212

301

225.

.37
.08
.50
20
15

.89

09

Relative Of
Change

1.
1.

1

1.

1

0097
0248

.0487

0300

.0300

.0300

.0300



Car Hire for RCAF

RCAF (Forecast)
June Sept Dec Mar June
1980 3Q/07 4Q/07 1Q/08 2Q/08 | 3Q/08
RATE
RR-OWNED TIME 31.00 67.00 6700 67.00 ©&7.00 =
RR-OWNED MILEAGE 4.69 7.30 7 30 720 720 -
PRIVATELY-OWNED CARS 25.47 4476 44.73 4489 4527 -
AUTORACKS 47 00 4782 4897 5084 4917 -~
INDEX
RR-OWNED TIME 1000 2161 216.1 216.1 216.1 -~
RR-OWNED MILEAGE 1000 1557 1557 1835 1835 -
PRIVATELY-OWNED CARS 1000 1758 1756 1762 177.7 -
AUTORACKS 1000 1017 1042 1082 1046 --
CAR HIRE INDEX (oldwis) 2005 1000 181.3 - - - -
CAR HIRE INDEX (new wis) 2006 1000 180.8 1807 1809 1820 -
CAR HIRE INDEX (LINKED) 1000 1798 179.7 1799 181.0 -
Note The Car Hire Indax for thurd quarter using old weights and
hnked should match that quarter's filng The third quarter new
weights version 1s used in the fourth quarter linked index calculation to
ensure that the transition from old weights to new weights doas not
impact the linked index
Note Indexes are rounded, rates are fuli float
file: Equip_Rents06wtsRCAF.xls Assoclation of American Rallroads 3/3/08
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PPI-RE Forecast (for Depreciation Component)

Forecast Actual 1 Month Prelm
2Q/03 149 1 150 8 WG
3Q/03 1499 1517 s
4Q/03 1524 1520
1Q/04 1507 154.8
2Q/04 1523 167 5
3Q/04 158 6 160 3
4Q/04 1624 1627
1Q/05 1613 1717
2Q/05 1763 1769
3Q/05 180 3 1789
4Q/05 1851 179 4
1Q/06 1950 183 1
2Q/06 1809 188 1
3Q/06 1919 187 7
4Q/06 190 6 1896
1Q/Q7 1916 1948
2Q/07 2009 195 9
3Q/07 1999 196 5
40Q/07 2002 1970
1Q/08 200 1 ~‘,";T-,:-=""-2'§‘
2Q/08 1960 R
Percent Change_ .

PPI-RE Forecast YrAgo Latest Month 2nd Prev Previous
2008Q2 (82=100) {80=100) Actual Actual Qtr Actual Forecast
Low 1721 190 4 28% Do BB RLET B
Modpoint 1780 196.9 0.5% 0.2% -0.1% . -1 .6‘_!6
High 183 9 203 4 38% T en Ay IR )

215
205
195
185
175
165
155

115
2Q.03

4Q403

|
—

2004 40.04 2005 4Q05 20,06

40406

20,07 4007 2Q/08

wp=Forecast —— 1 Month Prelim —&— Actual

RCAFdepreciation2 xIs

Association of American Railroads

2/26/08




Burcau of Labor Statistics Data Page 1 of |

U.S. Department of Labor

Bureau of Labor Statistics

"u®  Bureau of Labor Statistics Data
www.bls.gov -} Advanced Search | A-Z Index

BLS Home | Programs & Surveys | Get Detalled Statistics | Glossary | What's New | Find It In DOL

Data extracted on: February 26, 2008 (08:43 AM)

PPI Commodity Data
Series Catalog:

Series ID : wpuldd

Not Seasonally Adjusted

Group : Transportation equipment
Item : Railroad equipment

Base Date * 8200

177.7
(P)

2008

P : Preliminary. All indexes are subject to revision four months after onginai publication

@ Back to Tap www.dol.gov

' Frequently Asked Questions | Fragdam of Information Act | Customer Survey
Privacy & Security Statement | Linking and Capyright Information | Accessibinty

U §. Bureau af Labor Statistics Phone (202} 6§91-5200
Postal Square Bullding Dn you have a ">Data guestion?
2 Magsachusetts Ave , NE 0o you have a ">Technical (web) questipn?
Washington, DC 20212-0001 Do you have ">Other comments? *

~y Iy

hitp //data bis gov/cgi-bmn/srgate



) re_ppi txt
Forecast Pro version 4.3 Standard Edition

Database I.\Indexes2\RCAF\2008q2\SDeprec\FPre_ppi1..x1s 15 open and ready for use
Expert data exploration of dependent variable PPIRE

——— e iy S Ay R S e RN R T N gy TE MR GR M A R e S A et R e A ey e BN ey YRR A e ey Em

Length 72 Minimum 134.500 Maximum 178.300
Mean 154.167 standard deviation 16.504

Classical decomposition (multiplicative)
Trend-cycle: 99.20% Seasonal: 0.27% Irregular: 0 53%

Choice 1s narrowed down to Box-Jenkins or exponential smoothing.

Box-Jenkins outperforms exponential smoothing by 1.231 to 2.146 out-of-sample
Mean Absolute Deviation. I tried 78 forecasts up to a maximum horizon 12.

series is nonstationary and seasonal

Recommended model: Box-Jenkins
Forecast Model for PPIRE

ARIMA(1,1,0)*(1,0,0)

Term coefficient std. Error t-Statistic Significance
aEu 0.2539 0.1169 2.1724 0.9667 )
Al12] 0.2883 0.1212 2.3790 0.9799
within-Sample Statistics

Sample size 72 Number of parameters 2

Mean 154.2 Standard deviation 16.5
R-square 0.9944 Adjusted R-square 0.9943
purbin-watsen 2.085 Ljung-aox(18)=22.35 P=0.7831
Forecast error 1.242 BIC 1.3

MAPE 0.004773 RMSE 1.225

MAD 0.7493

Forecast Report

Tue Feb 26 10:12:37 2008
Box-Jenkins model for PPIRE
Analysis of Historic Fit Set

Date Historic
2002-02 134.600
2002-03 135.100
2002-04 135.000,
2002-05 135.200
2002-06 135.400
2002-07 134.900
2002-08 135.000
2002-09 134.600
2002-10 134.500
2002-11 134.500
2002-12 134.500
2003-01 134.500
2003-02 135.400 "
2003-03 135.500
2003-04 136.000
2003-05 136.300
2003-06 136.300
2003-07 136 700
Page 1



2003-08
2003-09
2003-10
2003-11
2003-12
2004-01
2004-02
2004-03
2004-04
2004-05
2004-06
2004-07
2004-08
2004-09
2004-10
2004~11
2004-12
2005-01
2005-02
2005-03
2005-04
2005-05
2005-06
2005-07
2005-08
2005-09
2005-10
2005-11
2005-12
2006-01
2006-02
2006-03
2006-04
2006-05
2006-06
2006-07
2006-08
2006-09
2006-10
2006-11
2006-12
2007-01
2007-02
2007-03
2007-04
2007-05
2007-06
2007-07
2007-08
2007-09
2007-10
2007-11
2007-12
2008-01

136.500
136.900
137.200
137.700
137.300
137.900
140.100
142.200
142.800
143.500
143.700
143.200
143,500
144.200
145.000
147.000
153.200
153.400
156.000
161.600
161.100
161.300
161.200
161.500
161.800
161.800
161.700
161.900
162.200
164.200
165.500
168.200
168.200
169.600
171.300
170.600
170.900
170.400
170.200
170.300
172.700
173.900
175.600
176.100
174.200
175.600
176.400
177.400
177.400
177.900
178.300
178.200
177.800
177.700

Forecasted values

2008-02
2008-03
2008-04

175 659
174.315
172.618

re_ppi.txt

Forecast 97.5 Upper

178.077
178.192
177.637

180.495
182.070
182.657

Page 2



2008-05
2008-06
2008-07
2008-08
2008-09
2008-10
2008-11
2008-12
2009-01

172.
171.
171.
170.
169.
169.
168.
168.
167.

178.
178.
178.
178.
178.
178.
178.
178.
178.

039
269
557
557
702
817
788
673
644

re_pp1 txt
184.006
185.058
186.080
186.748
187.510
188.202
188.717
189.117
189.579

Page 3



PPI-LF Forecast (for Other and Lease Rentals Components)

Forecast Actual 1 Month Prelim

2Q/03 162 1 162 3
3Q/03 163 2 1626
4Q/03 1626 163 8
1Q/04 1639 166 0
2Q/04 163 9 168.6
3004 1714 1711
4Q/04 1733 1737
1Q/05 176 3 176 0
2Q/05 1789 176.3
3Q/05 1795 1768
4Q/05 176 2 180 2
1Q/06 1821 1827
2Q/06 185 3 1857
3Q/08 1863 1877
4Q/06 1909 1882
1Q/07 1886 1895
2Q/07 189 8 1914
3Q/07 1932 191.9
4Q/07 194 1 193.7
1Q/08 1943 ‘;.-35{,‘!';,7
20/08 1997 G
1980 Base
Percent Change

PPI-LF Forecast YrAgo latestMonth 2nd Prev Previous
2008Q2 {82=100)  (80=100) Actual Actual Qtr Actual Forecast
Low 1757 1970 29% R BF L R BN
Modpoint 178 1 199.7 4.3% 2.0% 3.1% 2.8%
High 180 5 202 4 57% e TRTERME R aT

210
205
200
195
190
185
180
175
170
165
160

20Y/03 4Qr03 20004 4Q 04 2005 HX05 2Qv06 4Q:06 2Q/07 40,07 2008

== Forecast —~— 1 Month Prehlm —&— Actual

RCAFother xis Association of American Railroads 2/26/08



Page 1 of [

Bureau of Labor Statistics Data

U.S. Department of Labor
Bureau of Labor Statistics

Bureau of Labor Statistics Data

.../ww.bls.gov ﬂ Advanced Search | A-Z Index
BLS Home | Programs & Surveys | Get Detailed Statistics | Glossary [ What's New | Find It! In DOL

Data extracted on: February 26, 2008 (08:45 AM)

PPI Commodity Data
Series Catalog:

Senes ID : wpu03t15m05

Not Seasonally Adjusted

Group : Industrial Commeodities less fuels
Item : Industrial commodities less fuels
Base Date : 8200

Data:

P: Prellmmary. AII indexes are subject to revision four months after origmnal publication.

.

@) Back to Top www.dol.gov

Frequently. Asked Questions | Fresdom of Information Agt | Customer Survey
Privacy & Security Statement | Linking_gnd Copyright Informatian | Accessibility

U §. Buraau of Labor Statistics phone (202) 691-5200
Postal Square Buiiding Do you have a ">Data quastion?
2 Massachusctts Ave , NE Do you have 4 ">Technical {web) question?
Washington, DC 20212-0001 Do you have ">Other commants?

itip //data bls gov/cgi-bmn/srgate



1f_ppi.txt
Forecast Pro version 4,3 standard Edition

Database I:\Indexes2\RCAF\2008q2\7other\FP1f_ppi.x1s 1s open and ready for use.
Expert data exploration of dependent variable PPILF

et N N N R M N N A SN AR R T RN L e T NN NN e S e e w R v T R N S e TR et oty v e G Sl A R e A M R R S e R R R e R R M ot

Length 72 Minimum 142.200 Maximum 174.600
Mean 156.249 standard deviation 10.601

Cclassical decomposition (multiplicative)
Trend-cycle. 99.48% Seasonal: 0.06% Irregular: 0.46%

Choice is narrowed down to Box-Jenkins or exponential smoothing.

Box-Jenkins outperforms exponential smoothing by 0.640 to 1.149 out-of-sample
Mean Absolute Deviation. I tried 78 forecasts up to a maximum horizon 12.

series 1s trended and seasonal.
Recommended model: Box-Jenkins

Foracast Model for PPILF
ARIMA(L,1,0)%(2,0.0)

Term Coefficient Std. Error t-statistic Significance

a[1] 0.5274 0.1014 5.2003 1.0000 T
AElZ] 0.1570 0.0942 1.6661 0.8997 <-

Al[24 0.7498 0.0948 7.9094 1.0000

Embedded 1nsignificant AR terms -- consider dynamic regression.

within-Sample Statistics

S T o A R A A S R e S e e A N G M gt S G A ey S A N A A e

Sample size 72 Number of parameters 3

Mean 156.2 standard deviation 10.6
R-square 0.9987 Adjusted R-square 0.9986
Durbin-watson 1.991 Ljung-Box(18)=19.83 P=0.6577
Forecast error 0.3912 BIC 0.4187

MAPE 0.00186 RMSE 0.383

MAD 0.2969

Forecast Report

Tue Feb 26 10:43:39 2008
Box-Jenkins model for PPILF
Analysis of Historic Fit Set

Date Histortc
2002-02 142.200
2002-03 142.400
2002-04 142.800
2002-05 142.700
2002-06 143.000
2002-07 143.000
2002-08 143.000
2002-09 143.200
2002-10 143.900
2002-11 143.800
2002-12 143,400
2003-01 144,000
2003-02 144.700
2003-03 145.300

Page 1



1f_pp1.txt

2003-04 144,800
2003-05 144,900
2003-06 144.800
2003-07 144,600
2003-08 144.800
2003-09 145.000
2003-10 145.900
2003-11 146.100
2003-12 146.300
2004-01 147.200
2004-02 148.200
2004-03 149.100
2004-04 150.000
2004-05 150. 500
2004-06 150.900
2004-07 151.500
2004-08 152 600
2004-09 153.300
2004-10 154.600
2004~-11 155.000
2004-12 155.400
2005-01 156.400
2005-02 156.900
2005-03 157.400
2005-04 157.600
2005-05 157.400
2005-06 157.000
2005-07 157.300
2005-08 157.500
2005-09 158.700
2005-10 160.500
2005-11 161.000
2005-12 161.300
2006-01 162.500
2006-02 163.200
2006-03 163.800
2006-04 164.800
2006-05 166.400
2006-06 166.800
2006-07 167.100
2006-08 167.500
2006-09 167.600
2006-10 167.700
2006-11 167.800
2006-12 167.900
2007-01 168.200
2007-02 168.600
2007-03 169.400
2007-04 170.300
2007 -05 170.800
2007-06 171.000
2007-07 171.400
2007-08 171 100
2007-09 171.200
2007-10 172.000
2007-11 173.100
2007-12 173.200
2008-01 174.600

Forecasted values

Date 2.5 Lower Forecast 97.5 Upper
Page 2



1f_ppi.txt
2008-02 174.671 175.427 176.183
2008-03 174.748 176.128 177.508
2008-04 175.145 177.086 179,027
2008-05 175.961 178 399 180.837
2008-06 175.868 178.749 181.629
2008-07 175.768 179.046 182.324
2008-08 175.665 179.304 182.944
2008-09 175.426 179.398 183.369
2008-10 175 320 179.600 183.879
2008-11 175.280 179.848 184.416
2008-12 175.100 179.939 184.778
2009-01 175.288 180.384 185.480

Page 3
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RCAF Fuel (Actual All-Inclusive index)

October 2007
Average Price for Monthly Report
1/91 New =
Method )ctober 2007
October 200 1/1/81 Linking Index
Price Pnce Factors 1/1/81=100
4=(1)/(2)x(3
Us 244.30 89 34 99 415 271 85
East 239.31 91 56 99 435 259 89
West 246.26 87 83 99.416 278 75
Fuel Index on 1977 Base and 1980 Base
October 2007
index Linking Factors October 2007 index @=Mx@
1/1/81=100 1977=100 1980=100 1977=100 1980=100 (5) = (1) x (3)
(1) (2) (3) (4) (5)
uUs. 271 85 2.606 1096 70844 297.95
East 259.89 2 569 1134 66766 294,72
Woest 278.75 2.639 1.087 735.61 207.42
Final Actual All-linclusive Index
1980=100
October 2007 October 2007
Current Adjustment Linked
Index Factor Index
uUs 29795 100192 298.52 +——
East 204.72 100621 296 55
West 297 42 1.00024 297 49

2/20/2008

Association of American Railroads file MF200710caics_revisadUP ¥is



Car Hire for RCAF

_ — e —
RCAF (Actual)
!
Aug Nov Fab May Aug
1980 307 4Q/07 1Q/08 2Q/08 3Q/08

RATE

RR-OWNED TiIME 3100 67 00 67 00 67 00 - -

RR-OWNED MILEAGE 469 730 720 720 - -

PRIVATELY-OWNED CARS 25 47 44 89 44 83 44 88 - -

AUTORACKS 47 00 48 12 49 99 48 32 - -
INDEX

RR-OWNED TIME 1000 2161 2161 216 1 - -

RR-OWNED MILEAGE 1000 1557 1535 1535 - -

PRIVATELY-OWNED CARS 1000 176 2 176 0 176 2 - -

AUTORACKS 1000 102.4 106 4 1028 -- -
CAR HIRE INDEX (old wts) 2005 1000 1816 - - - -
CAR HIRE INDEX (new wts) 2006 1000 1811 1808 1809 - -
CAR HIRE INDEX (LINKED) 1000 1799 17986 1797 - -
Note Indaxes are rounded, rates are full fioat

file: Equip_Rents06wtsRCAF.xis  Association of American Rallroads 2/11/08
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RCAF - Depreciation

Senes ID . wpu144
Not Seasonally Adjusted

Group : Transportation equipment

ftem : Railroad equipment

Forecast Year 2008

As reported at end of month 82=1 00

Nov. Feb. May Aug.

For Forecast —»  038Q1 08Q2 08Q3 08Q4
For Actual ——» 07Q3 07Q4 08Q1 08Q2
January 2007 173.9 1739 173.9 173.9
February 2007 175.6 175.6 175.6 175.6
March 2007 176 1 176.1 176.1 176 1
Apnl 2007 174 2 174 2 174.2 174.2
May 2007 1756 175.6 175.6 1756
June 2007 176.4 176.4 176.4 176.4
July 2007 178.1 177.4 177.4 177.4
August 2007 177.5 177.4 177.4 1774
September 2007 177.1 177.9 177.9 177.9
October 2007 178.3 178.3

November 2007 FH0% 178.2

December 2007 i o] 177.8

January 2008 i 177.7

February 2008

March 2008

April 2008 iy

May 2008 :-‘

June 2008 %

July 2008 EJ&:.,, )

Actual Qtr, 177.6 178.1 NA NA
1980=100

Actual Qtr [__1965] 197.0] NA] NA|
First Mo. next gtr 197.2 196.6 NA NA
file: RCAFdepreclation2 xis AAR
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Bureau of Labor Statistics Data

U.S. Department of Labor

Bureau of Labor Statistics

Bureau of Labor Statistics Data

«www.bls.gov 3 Advanced Search | A-Z Index
BLS Home | Programs & Surveys | Get Detailed Statistics | Glossary | What's New | Find It! In DOL

Data extracted on: February 26, 2008 (08:43 AM)

PPI Commodity Data
Series Catalog:

Sertes 1D : wpuld4

Not Seasonally Adjusted

Group : Transportation equipment
Item : Railroad equipment

Base Date . 8200

Data:

I177.7 l
2008 P) _

P - Preliminary. All indexes are subject to revision four months after onginal publication.
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RCAF - Other
Seres ID . wpu03t15mo5
Not Seasonally Adjusted

Group . Industnal Commodities less fuels
Item * Industnal commodities less fuels

Aug.
08Q4
08Q2
168.2
1686
169.4
170.3
1708
171.0
171.4
171 1
171.2

Forecast Year 2008
As reported at end of month 82=100

Nov. Feb. May
For Forecast —»  08Q1 08Q2 08Q3
For Actual ——» 07Q3 07Q4 08Qi1
January 2007 168.2 168.2 168.2
February 2007 168.6 168.6 168.6
March 2007 1694 169.4 169.4
April 2007 170.3 170.3 170.3
May 2007 170.8 1708 170.8
June 2007 1710 171.0 1710
July 2007 171.4 171.4 1714
August 2007 171.0 1711 171.1
September 2007 171.2 171.2 1712

October 2007
November 2007
December 2007
January 2008
February 2008
March 2008
Apnl 2008
May 2008
June 2008
July 2008
Actual Qtr.

1720
173.1
173.2

1746

1980=100

Actual Qtr {  191.9]

193.7]

NA|

NA|

First Mo next gtr

file: RCAFother.xis
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T B\ U.S. Department of Labor

Bureau of Labor Statistics

Bureau of Labor Statistics Data

www.bls.gov ' Advanced Search | A-Z Index
8LS Home | Programs & Surveys | Get Datailed Statistics | Glossary | What's New | Find It! In DOL

Data extracted on: February 26, 2008 (08:45 AM)

PPI Commodity Data

Series Catalog:

Series ID * wpu03t15m05

Not Seasonally Adjusted

Group . Industnial Commedities less fuels

Item : Industnal commodities less fuels
Base Date : 8200

P : Preimminary. All indexes are subject to revision four months after angmnal publication.
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